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BRADBURY, WILKINSON & CO., LTD. 


22x — 
DESIGNERS, ENGRAVERS & PRINTERS 
—of— 
BANK NOTES, POSTAGE STAMPS, 
BONDS, SHARE WARRANTS, 
CERTIFICATES, CHEQUES, 
and 
ALL DOCUMENTS OF SECURITY 
—<ep— 
PROSPECTUS, TRUST DEEDS, 
CONFIDENTIAL REPORTS, 
AND ALL STATIONERY FOR 
FINANCIAL HOUSES 


LONDON OFFICE: 
wee 2 MOORGATE BUILDINGS, 
E.C. 2 


TELEPHONE: LONDON WALI, 8806-7-8 


HEAD OFFICE & WORKS: 
NEW MALDEN, SURREY 


TELEPHONE: WIMBLEDON 2500-1-2 
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BLADES, EAST & BLADES, Ltd. 


Established 1821. 
WORKS : 


LEONARD ST., FINSBURY, 


LONDON, E.C. LONDON, E.C. 


Telephones : Central 0212, 0213, 0214. Telephones : Clerkenwell 3636, 3637, 3638. 
Telegrams : “Identical, London.” 


BANKERS’ CHEQUE PRINTERS. 


BANK NOTES, BONDS, BANKERS’ PROTECTIVE CHEQUES, 
CERTIFICATES, POSTAGE AND REVENUE STAMPS, 
ENGRAVERS AND FINE ART PRINTERS. 


COMPANY PROSPECTUSES. 


CITY OFFICES : 


17 ABCHURCH LANE, 


WHOLESALE AND EXPORT MANUFACTURING STATIONERS, LITHOGRAPHERS, 


PRINTERS, ACCOUNT BOOK MAKERS, AND SEAL ENGRAVERS. 
PHOTOGRAVURE AND COLOUR PRINTING. 


PUBLIC COMPANY WORK, INCLUDING INSURANCE COMPANIES, 
BANKS, ETC., A SPECIALITY. 
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MIDLAND BANK | 


LIMITED 
Established 1836 


Chairman : 
THE RIGHT HON. R. MCKENNA 
Deputy Chairmen : 
W. G BRADSHAW, C.B.E., S. CHRISTOPHERSON 
Joint Managing Directors : 
FREDERICK HYDE EDGAR W. WOOLLEY 


Statement of Accounts 
December 3] st, 1926 























































LIABILITIES £ 
Paid-up Capital .. ble a ons mee +» 12,665,798 
} Reserve Fund oa ‘ -- 12665,798 
: | Current, Deposit & des Aenean (including 
Profit Balance) - a a . -. 368,160,062 
Acceptances & Engagements - a -» 37,065,445 
ASSETS © 
Coin, Gold Bullion, Notes & Balances with Bank 
of England .. 52,994,044 
Balances with, & — on itiin Rete +» 18,222,492 
iH Money at Call & Short Notice “ ne .. 22,786,852 
Investments es : ne na re --» 38,853,582 
Bills Discounted .. A sal a - .. 46,744,312 
Advances .. ‘+ .- 200,459,993 
Liabilities of Cudemaee oe Aecnenae & 
Engagements . . ‘ “< - és -- 37,065,445 
Bank Premises .. ae ee 6,936 574 
| Capital, Reserve & Undivided Profits a 
Belfast Banking Co. Ltd. .. - es a 1,291 819 
The Clydesdale Bank Ltd. ai ‘ ee 2,726,799 
North of Scotland Bank Ltd. oa 2,121,952 
Midland Bank Executor and Trustee Co Ltd. 353,239 
The Midland Bank aid its Affiliations operate 2360 branches in Great 
Britain and Northern Ireland, and have agents and correspondents 
in a'l parts of the world. 
HEAD OFFICE: 5 THREADNEEDLE STREET, LONDON, E.C.2 




















YOKOHAMA SPECIE BANK, LIMITED. 





ESTABLISHED 1880. (Registered in Japan.) 
Capital Subscribed and Fully Pals . - Yen 100,000,000 
Reserve Fund - - - - Yen 89,500,000 


Head Office: YOKOHAMA. 

BRANCHES and AGENCIES at Alexandria, Batavia, Bombay, Buenos Ayres, Canton, Calcutta, Changchun, Dairen 
(Dalny), Fengtien (Mukden), Hamburg, Hankow, Harbin, Hong ‘Kong, Honolulu, Kai Yuan, Karachi, Kobe, 
london, Los Angeles, Lyons, Manila, Nagasaki, Nagoya, ‘Newchwang, New York, Osaka, Pekin, Rangoon, 
Rio de Janeiro, Saigon, Samarang, San Francisco, Seattle, Shanghai, Shimonoseki, Singapore, Sourabaya, 
Sydney, Tientsin, Tokyo, Tsinanfu, Tsingtau, Vladivostok (temporarily closed). 

The Bank buys and receives for collection Bills of Exchange, issues Drafts and Telegraphic Transfers 
and Letters of Credit on above places and elsewhere, and transacts General Banking Business. Deposits 
received for fixed periods at rates to be obtained on application. 

London Office :—7 Bishopsgate, London, ay C.2. 
K. YANO, Manager. 








THE BANK OF AUSTRALASIA. 


Incorporated by Royal Charter, 1835. 


Paid-Up Capital - : - - £4,000,000 
Reserve Fund - - £3,760,000 


Reserve Liability of Peapetetare under the Charter +£4,000,000 
£11,760,000 


COURT OF DIRECTORS : 


RIGHT HON. LORD ALDENHAM. ; F. : C. LIVINGSTONE-LEARMONTH, Esg., 
D.S.O. 


C. E. BARNETT, Esq. RIGHT HON. Tae EARL, OF MIDLETON, K.P. 


KENNETH GOSCHEN, Esg. HAROLD NELSON, Esq. 
. | HORACE PEEL, Eso. 

C. G. HAMILTON, Reo. JOHN SANDERSON, Esg. 

T. R. JOHNSON, Esg. | ARTHUR WHITWORTH, Esg. 


HEAD OFFICE: 4 Threadneedle Street, London, E.C.2. 
WEST END BRANCH: 17 Northumberland Avenue, London, W.C.2. 


Numerous Branches throughout the States of VICTORIA, NEW SOUTH 
WALES, QUEENSLAND, SOUTH AUSTRALIA, WESTERN AUSTRALIA, 
TASMANIA, and the DOMINION of NEW ZEALAND. 


The Bank offers facilities for the transaction of every description of Banking business in 
Australia and New Zealand. Negotiates or collects Bills. Issues Telegraphic Transfers, Letters 
of Credit and Drafts, also Circular Notes and Circular Credits available in all parts of the world. 
Deposits received at interest for fixed periods on terms which may be ascertained on application. 


THE 


Australian Bank of Commerce, Limited 


INCORPORATED IN NEW SOUTH WALES. 


Capital Subscribed and Paid-up - £1,840,000 
Reserve Fund - - - £790,000 
Aggregate Assets 30/ 6/26 . - £16,789,590 


DIRECTORS : 
SIR MARK SHELDON, K.B.E., Chairman. H. R. LYSAGHT, Esq., O.B.E. 
FRANK N. YARWOOD, Esq., F.C.P.A. DUNCAN CARSON, Esa. 
LIEUT.-COL. THOMAS L. F. RUTLEDGE. GEORGE J. SLY, Esq., LL.D. 
GENERAL MANAGER : 
C. M. C. SHANNON. 


LONDON BRANCH DIRECTORS : 
A. DODDS FAIRBAIRN, Esa. ALFRED SHEPHERD, Esa. 
JAMES TUKE, Esa. 


HEAD OFFICE: SYDNEY, NEW SOUTH WALES. G. W. Orp, Manager, with 
151 Branches and Agencies in New South Wales. 

BRISBANE OFFICE. Gerorce H. Howeit, Manager, with 26 Branches and Agencies 
in Queensland. 

MELBOURNE OFFICE : 325 Collins Street. M. Burton Finney, Manager. 

ADELAIDE OFFICE: 35 Rundle Street. R. T. Moonie, Manager. 

PERTH OFFICE : 73 St. George’s Terrace. A.C. Dispin, Manager. 

LONDON OFFICE: 37 Threadneedle Street, E.C.2. Arruur F. Jenkins, Manager. 

The London Office is prepared to transact every description of Banking Business. 


For the convenience of its Customers the Bank has special arrangements, where not directly repre- 
sented, with other Bankers throughout Australasia, New Zealand, the United Kingdom, the Far East 
and elsewhere ,whereby it is able tocarry out all requirements with promptitude and to best advantage. 





HEAD OFFICE: LONDON, E.C. 3. 


LIABILITIES AND ASSETS, 31st DECEMBER, 1926. 
LIABILITIES. 
Capital Paid-up - - - - £15,810,252 
Reserve Fund” - - - - 10,000,000 
Current, Deposit and other Accounts 347,653,458 


Acceptances, Endorsements, Guar- 


antees, &c. - - : - 16,950,606 
£390,414,316 





ASSETS. 
Cash in hand, with Bank of England 
and other Banks - £55,641,977 
Money at Call and Short Notice - 16,458,305 
Bills of Exchange - - - 47,182,971 
Investments - - - - 46,455,051 
Holdings in other Banks - - 6,583,087 


Advances to Customers and other 


Accounts - - - - - 194,757,519 


Liabilities of Customers for Accept- 
ances, Endorsements, Guarantees, 


&c., as per Contra” - - - 16,950,606 
Bank Premises’ - . : - 6,384,800 


£390,414,316 





Copies of the Balance Sheet may be obtained at any Branch of the Bank. 





JOINT GENERAL MANAGERS. 
W.S. DRAPER F. A. BEANE, A. DAVIDSON (Birmingham), 
G. F. ABELL. 









Hongkong & Shanghai Banking Corporation. 
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AUTHORISED CAPITAL .... aoa -- $50,000,000 
ISSUED AND FULLY PAID-UP_ - .. $20,000,000 
RESERVE FUNDS: 
STERLING ea si pre .  £4,500,000 
SILVER ... ee eee os -. $27,650,000 


RESERVE LIABILITY OF PROPRIETORS {20,000,000 
Heap Orrice: HONGKONG. 
COURT OF DIRECTORS: 


. Mr. D. G. M. BERNARD, Chairman. Hon. Mr. A. O. LANG, Deputy-Chairman. 
. H. BELL. W. L. PATTENDEN. T. G. WEALL. G. M. YOUNG. 
A. H. COMPTON. J. A. PLUMMER. H. P. WHITE. 








CHIEF MANAGER: A. H. BARLOW. 
BRANCHES AND AGENCIES: 


Amoy, Bangkok, Batavia, Bombay, Calcutta, Canton, Chefoo, Colombo, Dairen (Dalny), Foochow, Haiphong, Hamburg, Hankow, 

Harbin, Hongkew (Shanghai), Ipoh, Johore, Kobe (Hiogo), Kuala Lumpur, London, Lyons, Malacca, Manila, Moukden, Nagasaki, 

Penang, Rangoon, Saigon, = ee Sea, Sourabaya, Sungei Patani, Tientsin, Tokyo, 
a. 








New York, Peking, 


singtao, Yloilo, Yo! 


Drafts granted upon, and Bills negotiated or collected at any of the Branches or Agencies. 
Letters of Credit and Circular Notes issued for the use of Travellers, negotiable in the principal Cities of Europe, 
ii, Africa, Australia and America. 
Deposits received for fixed periods at rates which can be ascertained on application. 
Current Accounts opened for the convenience of Constituents returning from the East. 
y of Constituents connected with the East undertaken. Indian and other Government Securities 
received for safe custody, and Interest and Dividends on the same collected as they fall due. 
Dividends on the Shares of the Corporation on the London Register are payable in London in February and 
August in each year, on receipt of telegraphic advice from Hongkong that the dividend has been declared. 
Shareholders on the Eastern Register, on giving due notice, may also have their dividends paid in London at the 






















Sir Charles Addis, 


. Cecil Baring. 


COMMITTEE IN LONDON: 


K.C.M.G., David Landale. Cc. A. Campbell. A. M. Townsend. 
Chairman. Sir Geo. Sutherland. Sir George Macdonogh, G.B.E., K.C.B.,  C. F. Whigham. 
K.C.M.G. 
MANAGERS IN LONDON: 
Sir Newton J. Stabb. H. D. C. Jones. 
Sub-Manager: R. E. N. Padfield. Accountant: A. Moncur. 


9 GRACECHURCH STREET, LONDON, E.C.3. ‘ 








THE EASTERN BANK 





Limited. 
Head Offic: : 


CROSBY SQUARE, BISHOPSGATE, LONDON, E.C.3. 
















£2,000,000 


Authorised Capital - - - 
Paid-up Capital - - - £1,000,000 
Reserve Fund - - - £380,000 
Reserve Liability of Shareholders - £1,000,000 


Board of Directors : 
Chairman : 
J. S. HASKELL, Esq. 
Deputy-Chairman : 

Sir JAMES LEIGH-WOOD, K.B.E., C.B., C.M.G. 1 
JAMES H. BATTY, Esq., G. BROMLEY-MARTIN, Esq., > 
EMILE FRANCQUI, Esq. Sir PERCY WILSON NEWSON, Bt., 

Captain R. E. SASSOON, M.C. 





Branches : 


BOMBAY, CALCUTTA, KARACHI, MADRAS, COLOMBO, BAGDAD, AM\RA, 









BASRA, BAHREIN, MOSUL, KIRKUK. 


The Bank issues Drafts, Telegraphic Transfers and Deposits are received for one year and for shorter 
Letters of Credit, purchases, grants advances against, periods at rates which can be ascertained on applica- 
or collects Bills of Exchange, and transacts Banking tion. On current accounts interest is allowed at 2 per in 
and Agency business in connection with the East. cent. per annum on the minimum monthly balances. 






F. H. SUTTON, Manager. 








™ P, & 0. BANKING CORPORATION L” 


ALLAHABAD BANK, LIMITED. 
HEAD OFFICE: CALCUTTA. 


Authorised Capital £5,000,000 


Divided into 500 000 Shares of £10 each. 
Paid-up Capital - £2,594,160 
Reserve - - - £180,000 

















HEAD OFFICE: 
117-122 Leadenhall St., London, E.C.3. 
Telegrams—‘“* Penorbanca, Stock, London.” 
~ Cables—“ Penorbanca, London.” 


Telephones—-Avenue 9560 (6 lines), with Private 
Branch Exchange. 


WEST END OFFICE: 
P. & O. HOUSE, 14-16 COCKSPUR ST., S.W.1. 
Telegrams: ‘ Penorwebra, Westrand, London.” 
Telephones: Gerrard 3708 (2 lines). 


Eastern Branches : Bombay (56 Esplanade Road and Ballard 
Road); Calcutta; Canton; Colombo; Hong Kong; 
Karachi; Madras; Shanghai; Singapore. 


BANKING BUSINESS OF ALL DESCRIPTIONS. CURRENT 
AccouNTS. DEposIT ACCOUNTS. LETTERS OF CREDIT. 
FOREIGN DRAFTS. TELEGRAPHIC AND MAIL REMIT- 
TANCES. BILLS NEGOTIATED AND COLLECTED. SAFE 
Deposir. COUPONS COLLECTED AND DIVIDENDS RE- 
CEIVED. CORRESPONDENTS IN ALL PARTS OF THE WORLD. 





HEAD OFFICE: 117-122 LEADENHALL ST., 
LONDON, E.C.3. 


Passenger Letters of Credit are now issued by this Corporation, payable on board any 
steamer of the P. & O., British India (Home Services), or Orient Lines and at ports of call. 





CHARTERED BANK OF INDIA, AUSTRALIA 
AND CHINA. 


38 BISHOPSGATE, LONDON, E.C.2 


INCORPORATED BY ROYAL CHARTER. 


Capital, £3,000,000. Reserve Fund, £4,000,000. 


Agencies and Branches: 

ALOR STAR CAWNPORE. ILOILO. MADRAS. RANGOON. TAVOY 

(Malay States). CEBU. IPOH. MANILA. SAIGON. (Lower Burma). 
AMRITSAR. COLOMBO, KARACHI. MEDAN. SEMARANG (Java). TIENTSIN. 
BANGKOK. DELHI. KLANG. NEW YORK. SEREMBAN. TOKYO. 
BATAVIA. HAIPHONG. KOBE. PEKING. SHANGHAI. TSINGTAO. 
BOMBAY. HAMBURG. KUALA LUMPUR. PENANG. SINGAPORE. YOKOHAMA. 
CALCUTTA. HANKOW. KUCHING PESHAWAR. SOURABAYA. ZAMBOANGA 
CANTON. HONGKONG. (Sarawak). PUKET. TAIPING (F.M.S.). (Philippine Islands). 


The Corporation buy and receive for collection Bills of Exchange, grant Drafts payable 
at the above Agencies and Branches, and transact general banking business connected 
with the East. 

Deposits of money are received for fixed periods on terms which may be ascertained on 
application. Interest payable half-yearly, 30th June and 31st December. 

The Bank is prepared to undertake Trusteeships and Executorships. 


CHIEF MANAGER: W. E. PRESTON. 
MaAnaGers: J. S. BRUCE, G. MILLER. 
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Guaranty Trust Company 
of New York 


HE Guaranty Trust Company of New York was one of the first of 

the American Banks to establish a branch outside the United States. 
Its London Office was opened in Lombard Street twenty-eight years ago. 
To-day the bank maintains three London Offices—in Lombard Street, 
Kingsway and Pall Mall—an office in Liverpool, a number of offices in 
the principal cities of Europe, and affiliations and connections through- 
out the world. 


The Guaranty Trust Company is thus able to offer unrivalled international 
banking facilities to banks, financial houses and merchants engaged in 
foreign trade 


The Management of any of the offices wiil be pleased to explain the Bank’s 
services in detaii or to discuss any individual banking and trading problems. 


32 Lombard Street, E.C.3 


50 Pa'l Mall, S.W.1 Bush House, Aldwych, W.C.2 
LIVERPOOL BRUSSELS HAVRE 


Total Assets $739,834 ,965. 


NEW YORK PARIS ANTWERP 





Paid-up Capital and Surplus $45,000,000 
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THE IMPERIAL BANK OF PERSIA 


(Incorporated by Royal Charter, 1889) 


Capital fully called up - £650,000 Reserve Account - - £470,000 
(with power to increase to £ 4,000,000) 
Reserve Liability of Proprietors under the Charter - - - -£1,000,000 


LONDON BANKERS: 
THE WESTMINSTER BANK LIMITED, LOMBARD STREET. 
HEAD OFFICE: 
33/36 KinG WILLIAM STREET, LONDON, E.C.4 
CHIEF OFFICE: 
TEHERAN, PERSIA. 
BRANCHES IN PERSIA: 
Abadan, Ahwaz, Barfrush, Birjand, Bunder Abbas, Burujird, Bushire, Duzdab, Hamadan, Isfahan, Kazvin, 
Kerman, Kermanshah, Masjed-Suleiman, Meshed, Mohammerah, Nasratabad (Seistan), Pehlevi, Resht, 
Shiraz, Sultanabad, Tabriz, Yezd. 


BRANCHES IN IRAQ (Mesopotamia): 
BAGDAD, BASRA, KIRKUK. 


Messrs. GLYN, Mutts & Co. 


BRANCH IN INDIA: 
BomBAy. 


ese BANK is prepared to transact Banking Business of every 
description in and connected with Persia and Iraq (Mesopotamia), 
also with Bombay, Calcutta and Karachi. 


Clean and Documentary Credits arranged. 
negotiated, Clean and Documentary Bills collected. 
Drafts and Telegraphic Transfers issued. 


Documentary Bills 
Letters of Credit, 


Correspondents in all important places abroad. 





mi 





HIVNVNOUOIUNVUIVEVUVNLOAVUVUTUUUUOUOOEOAOGTOUE EAL 


LLoyps BANK LIMITED. 
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BANCO DO BRASIL 


Ilead Office: Rua 1° de Marco 66, 
Rio de Janciro 








Capital - - = 100.000.000$000 
Reserves - - - 131.456.715$571 
Paper- Currency 

Redemption Fund 324.892.896$526 


Last Dividend 20°% 






Branches in the chief commercial 
cities of Brazil and Agents 
in smaller towns and abroad. 










All manner of banking transactions under- 
taken. Current accounts opened, with or 
without limit; fixed deposits received; 
premium bills. Drafts, promissory notes 
and signed accounts discounted. Loans 
effected on approved security; payments 
undertaken at home and abroad. Letters 
of Credit issued on all the principal home 
and foreign cities, etc. 





BANK of LIVERPOOL 
& 
MARTINS LIMITED 


Head Office : 
7, WATER STREET, LIVERPOOL. 


London Office: 
68, LOMBARD STREET, E.C.3. 


Capital Subscribed £18,791,120 
Capital Paid Up 
and Reserves - 4,454,154 


Deposits, etc., at 
31st Dec., 1926 59,819,326 


The Bank has 389 offices, also 
Agents in all the principal 
towns at home and abroad. 


All descriptions of Banking, Trustee and 
Foreign Exchange Business Transacted. 









THE 


MOSCOW NARODNY BANK 
LIMITED 
ESTABLISHED 1919 












Heap Office : 
300 High Holborn, London, W.C.1 


Paris BraNcH: 26, Rue Vivienne, Paris 
BerLin REPRESENTATION : 
Kurfiirstenstrasse, 33, Berlin 



































Authorised Capital - - - £1,000,000 
Paid-up Capital - - ast 700,000 
Reserve Fund & Undivided Profit - 90,000 
















The Bank finances the export and import operations 
of the Russian Co-operative and other Societies. 
Principal Foreign Agents of the All-Russian 
Co-operative Bank, Moscow and Branches. 

London Correspondents of the State Bank of 
the U.S.S.R. 

Every kind of Banking Business Transacted. 
Remittances to Russia effected. Letters of Credit 
and Drafts issued on Moscow and other centres in 
Sterling, U.S. Dollars, and Tchervonetz, Collections 
undertaken. 


Correspondents in all Principal Centres of Europe, 
The U.S. of America, and everywhere in the U.$.8.R. 














































BANK FOR 
RUSSIAN TRADE 


LIMITED 


(Formerly ARCOS BANKING CORPORATION, Ltd.) 


58/60 MOORGATE, 
LONDON, E.C.2. 


Cable Address: Telephone: 
“SOCRABANK” LONDON WALL 0815 (4 lines). 




















AUTHORISED CAPITAL - £750,000 
| || PAID-UP CAPITAL - - £550,000 
| RESERVES - - - - £100,000 


| || Established in 1923 to assist in the rebuilding 
of the Russian Foreign Trade. 










MAIL AND TELEGRAPHIC TRANSFERS. 
LETTERS OF CREDIT. 
FOREIGN EXCHANGE. 

PURCHASE OF CHERVONTZY NOTES. 
BILLS DISCOUNTED, NEGOTIATED AND 
COLLECTED 
SHIPMENTS FROM AND TO _ THE 
U.S.S.R. FINANCED. 
CURRENT 

















DEPOSIT AND ACCOUNTS. 

AGENTS OR CORRESPONDENTS AT ALL 

BANKING POINTS OF THE U-.S.S.R. AND 
THROUGHOUT THE WORLD. 
















THE BRITISH LINEN BANK 


Incorporated by Royal Charter, 1746. 


CAPITAL £1,250,000 _ RESERVE FUNDS £1,800,000 


Governor: THE RIGHT HON. THE EARL OF ROSEBERY AND MIDLOTHIAN, K.G., K.T. 
Deputy-Governor: THE RIGHT HON. THE EARL OF HOME. 


HEAD OFFICE - EDINBURGH. 


REES GRIFFITH THOMAS, General Manager. R. W. STEVENSON, Secretary. 
Over 190 Branches throughout Scotland. 
London Office: 38 Threadneedle Street, E.C. 2. 


Every Description of Home and Foreign Banking Business transacted. 
AFFILIATED TO BARCLAYS BANK, LIMITED. 





NATIONAL BANK 


LIMITED 
Established 1835 


Head Offices : 
13-17 Old Broad St., London, E.C.2 


Capital Subscribed £77,500,000 
Capital Paid Up £1,500,000 
D its, etc. £ 36,814,913 ; 
— ” Agved Dec., 1926) OFFER a complete Banking 

‘ Service to the Engineerip 
J 355 ing &> 
Reserve Fund = £1,355,000 Motor and Allied Trades. 
? Special facilities are at the 
ENGLAND disposal of Manufacturers and 
13 Old Broad Street, London, E.C.2, | their Agents for financing the 
and 26 Metropolitan & Provincial Branches movement of their products. 


IRELAND STR EDWARD M. MOUNTAIN, Bt., J.P., 
34 College Green, Dublin, Chairman 


and 229 Branches & Sub-Offices throughout J. GIBSON JARVIE, 
the Country Managing Director 


@ 


Every description of Banking, Foreign Ex- KING’S HOUSE, KING STREET, LONDON, E.C.2 
change, Income Tax and Executor &© Trustee 
Business Transacted 





COMMERCIAL BANK OF SCOTLAND LTD. 


Head Office ESTABLISHED 1810. EDINBURGH. 
General Manager - - - ALEX. ROBB. Secretary - . MAGNUS IRVINE. 
Capital Subscribed 7 - £5,500,000 Reserve Fund - . £1,850,000 
Capital paid up - . - £1,750,000 Deposits (1st Nov., 1926) - £33,180,000 
Leadon City Office - 62 LOMBARD STREET, E.C.3. 
NDREW W. RUSSELL. “Manager. JOHN M. ERSKINE, Asststant Manager. 
ina Branch - IMPERIAL HOUSE, KINGSWAY, W.C.2. 
JAMES” oO. DAVIDSON, Manager. 
Glasgow Chief Office - - 3 & 115 BUCHANAN STREET. 
ANDREW SCOTT, Manager. WILLIAM COCHRANE, Assistant Manager. 
Princes Street, Edinburgh, Branch, 118 Princes Street. James Thomson, Agent. 
The Bank has 315 Branches and Sub-Branches throughout Scotland. 
General Banking and every —— of Foreign Exchange business transacted, and Agency business for 
oreign and Colonial Banks undertaken. 
The Bank is prepared to undertake the duties of Executor or Trustee under wills and settlements, and to act as 
Trustee for Debenture Holders, and for Public Bodies and Institutions. 
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National Bank of New Zealand, Ltd. 


Head Office: 8 MOORGATE, LONDON, E.C.2. =| 


88 Branches and Agencies throughout New Zealand. 














Authorised and Subscribed Capital sae on £6,000,000 
Paid-up Capital ooo Ge £2,000,000 
Reserve Fund and Undivided Profits £2,173, 043 

£4,173,043 





The National Bank of New Zealand, Limited, receives Deposits for fixed periods at 
rates which may be ascertained on applic ation. 


ARTHUR WILLIS, Manager. 
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Joint-Stock Banks and 
Acceptance Houses 


HE action of the leading clear- 
ing banks in this country in 


reducing from } to } per cent., 
the commission charged to the Ger- 
man banks for the acceptance of 
ninety-day bills drawn under reim- 
bursement credits, has brought into 
prominence a question which has been 
frequently discussed in financial circles 
for some time past. Shorn of its 
many ramifications, the main point at 
issue is whether the charge made by 
the banks is commensurate with the 
facilities provided, and from this point 
of view the question has to be con- 
sidered, not so much in reference to 
the specific charges made to the 
German banks, but to the charges 
made by the banks for acceptance 
commission as a whole. 

It should be remembered that not 
only the banks, but the very im- 
portant accepting houses in London 
cater for acceptance business, and it is 
claimed that if the bank charges are 
inadequate, not only is the country 
suffering loss in its invisible exports, 
but also the accepting houses are 
being subjected to unfair competi- 
tion. It is represented that while the 
banks may be compensated by the 
receipt of other business from those 
to whom they charge low commis- 
sions, such an advantage is not so 
likely to apply to the acceptance 
houses, as the latter are much more 
specialized in their operations. At- 
tention has been drawn to the im- 
portance of the acceptance houses in 
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the organization of the London money 
market, to the special study they make 
of international conditions, to their 
prestige, to their long standing and 
valuable connections, and to the 
additional financial business which 
they attract to this country. In view 
of these factors, it has been urged 
that any action likely to prejudice the 
position of the acceptance houses 
must be a retrograde step. 

It should be remembered that the 
charge of } per cent. for ninety-day 
acceptance ‘credits i is applied not only 
to the German banks, but also to a 
large part of American and other 
business, and, therefore, it may be well 
to consider what service is provided 
by the banks in respect of acceptance 
commission. First and foremost, 
they virtually guarantee the trans- 
action which gives rise to the credit. 
If an importer in the United States 
wishes to buy rubber from Ceylon, he 
may be required by the exporter to 
open a credit in London with an ap- 
proved British bank for the amount 
of the invoice price. The buyer 
approaches his own banker, and the 
latter makes arrangements for the 
London banker to open a credit in 
favour of the exporter, by means of 
which drafts drawn by the exporter 
upon the London bank will be ac- 
cepted by the drawee. On _ the 
assumption that the credit opened is 
an irrevocable one, the seller, after 
the credit has been established, need 
not worry further about the financial 
position of the buyer, because, in 
effect, the London ‘bank guarantees 
the transaction and, by accepting the 
draft against delivery of the requisite 
shipping documents, provides the 
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seller with a bill which will be readily 
discounted at a favourable rate. In 
fact, by the aid of the credit the buyer 
usually has no difficulty in raising 
finance before the draft is actually 
accepted. 

This very brief illustration is suffi- 
cient to show that acceptance business 
involves a good deal of work and some 
measure of risk. As the accepting bank 
is making itself liable for the ultimate 
payment of the draft, it has to be 
quite satisfied that the parties for 
whom it is acting will provide the 
funds to meet the acceptance at 
maturity. It is true that in a large 
proportion of cases these parties are 
of the highest standing and of un- 
doubted resources, while, in addition, 
the fact that credits opened by British 
banks almost invariably relate to 
genuine commercial transactions, af- 
fords a further safeguard. At the 
same time, taking the acceptance 
business as a whole, the measure of 
risk cannot be disregarded, and, there- 
fore, it is appropriate that the com- 
mission charged should include a 
reasonable amount for insurance. 
From the point of view of the work 
involved, it is necessary to remember 
that a credit necessitates a very con- 
siderable amount of correspondence. 
In the ordinary way various docu- 
ments relating to the goods are re- 
ceived, and these have to be very 
carefully examined. It is essential to 
see that the bills of lading agree in 
every particular with the terms laid 
down in the credit, and to examine 
the insurance policy to make sure that 
it conforms to normal practice and to 
any specific instructions given. The 
invoice, the draft, and any other 
documents have also to be closely 
scrutinized. If everything is in order, 
the bill has to be accepted, a full 
record kept of the details, including 
the maturity date, and entries made 
in the books. It is necessary that the 


acceptor should be provided later with 
the requisite funds by the time the 
draft falls due, although, whether 
these funds are forthcoming or not, 
the acceptor will have to meet the bill 
on its due date. The receipt of these 
funds and the payment of the draft 
will involve further book entries. 
Meanwhile the bills of lading, insur- 
ance policy, and invoice, etc., will 
probably have been sent to the bankers 
of the buyer, with full particulars, 
while a note must be made to see 
that the duplicate documents are 
received later and duly forwarded. 
These various duties, which repre- 
sent only a bare outline of the 
procedure, are by no means so 
simple as they might appear, for there 
are many highly technical points in 
connection with bills and shipping 
documents. In numerous directions 
it is necessary to protect, not only the 
interests of the acceptor, but also the 
interests of those on whose behalf the 
credit is opened, and to deal efficiently 
and well with any exceptional position 
which may arise. In consequence, the 
staff employed on acceptance business 
has to be highly specialized and 
capable, and, therefore, well paid—a 
fact which increases the cost of the 
work involved. 

With these remarks in mind we 
may return to the question as to 
whether } per cent. commission is 
adequate for a ninety-day acceptance 
credit. Even now, however, the 
answer is not entirely straightforward. 
Acceptance business varies a good 
deal. Obviously, in some cases, the 
security is better than others, and the 
security may depend not only upon 
the standing and resources of the 
bankers of the buyer—assuming the 
credit is opened throvgh them—but 
also upon the conditions prevailing in 
the country in which those bankers 
are situated. Again, the precise 
methods under which the business is 





98 THE 


conducted, the question whether the 
shipping documentsare released before 
the accepted drafts are actually pro- 
vided for, or, as happens in some cases, 
whether the shipping documents are 
not sent to the acceptor at all, the 
amounts of the credits involved and 
so on may be important factors. There 
may not be much, if any, more work 
in opening a credit for {100,000 than 
in opening one for £1,000, and though 
the risk increases with the amount 
involved, and that fact alone justifies 
a higher aggregate charge, the risk 
may vary considerably in different 
cases. It follows, therefore, that 
while, for a credit cf, say, £30/40,000, 
utilized in one drawing and opened at 
the request of a first-class foreign bank 
in a thoroughly sound country, a 
charge of } per cent. may provide 
adequate remuneration, a_ similar 
charge for a credit of, say, £1,000 may 
be quite insufficient, especially when 
the security is less favourable. It is 
possible to argue, from this statement, 
that the acceptance commission should 
vary according to each individual 
transaction, but, in practice, it is 
found convenient to arrange a flat 
rate with certain institutions for the 
whole of their business, leaving the 
latter to make to their own customers 
what charges they deem appropriate. 
In view of these considerations it 
is not easy to be dogmatic in answering 
the question as to whether the 
acceptance charges of the banks are 
too low, but having regard to the 
facts set forth, there would certainly 
seem reasonable support for the view 
that at least in certain directions, the 
complaint of the acceptance houses 
is not without some measure of 
foundation. This view, perhaps, finds 
some confirmation in the fact that 
recently the large banks and finance 
houses in New York have decided to 
make a minimum charge of } per cent. 
for ninety-day acceptance business. 
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It has been suggested that, in 
effect, the British banks have little 
option in reducing their commissions, 
It is pointed out that, in recent years, 
monetary rates in New York, Holland, 
and Switzerland have frequently been 
lower than in London, and, therefore, 
that unless the banks are prepared 
to make concessions in their charges, 
much of the acceptance business 
would drift away from this country. 
A charge of } per cent. for a ninety- 
day acceptance credit, or, say I per 
cent. per annum, plus a discount rate 
of over 44 per cent.—the average rate 
for three months’ fine bank bills in 
1926 was around {£4 10s.—as well as 
the cost of the bill stamp would, it is 
claimed, raise the cost of financing 
to an unduly high level. It is true 
that the acceptance business under- 
taken by the American, Dutch, and 
Swiss banks has, in recent years, 
shown a tendency to increase, but 
for various reasons undue importance 
should not be attached to the danger 
of loss of business to the London 
market. The disparity between exis- 
ting rates of interest in the various 
monetary centres has been due, in 
part, to the abnormal conditions 
arising from the war, and the recent 
firmness of discount quotations in this 
country is, to some extent, a reflection 
of the labour troubles of the past 
year. Asexchanges become stabilized 
and general confidence returns interest 
rates in the various financial centres 
will tend more towards equality, and, 
therefore, it may not be altogether 
wise permanently to reduce our 
commission charges to meet what 
is most probably a_ temporary 
situation. 

No doubt there is much to be said 
in favour of reducing banking charges 
as far as possible. This country has 
to face much more competition than 
formerly, as an international monetary 
centre, and we cannot afford to dis- 
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regard the nature of the facilities 
available elsewhere. At the same 
time it should not be overlooked that a 
large amount of acceptance business 
which comes to London is not deter- 
mined solely by cost. Many traders 
in all parts of the world insist upon a 
London acceptance, because of the 
quality of the service and the repu- 
tation of our banks and _ financial 
houses. The efficient and satisfactory 
manner in which the business is 
handled is a definite attraction, while, 
in addition, the free market in sterling 
bills in all countries is an important 
factor. In any case there seems no 
reason why we should undertake 
work which, on a reasonable inter- 
pretation of values, is not adequately 
remunerated, for we may be sure that 
in the long run a service which is 
worth having is worthy of a fair 
payment. 

Another argument put forward in 
favour of the reduced acceptance 
charges is that, as the loans of the 
banks now form an unusually large 
percentage of their deposits, it is 
desirable to encourage a_ transfer 
from loans to acceptances, the view 
being taken that the shortage of 
commercial bills is partly due to the 
present relatively high cost of financ- 
ing by acceptance as compared with 
loans. This outline of the position, 
however, seems to ignore certain 
important considerations. In the 
first place the acceptances of the 
clearing banks are only given against 
goods in transit in international 
trade, and the great majority of 
loans, therefore, could not be con- 
verted into acceptance business at 
all, because most of them are ordinary 
domestic transactions, made against 
goods in home warehouses, or in 
course of manufacture, Stock Ex- 
change securities, etc. Nor does there 
seem any reason to assume that any 
appreciable amount of business has 


been transferred from acceptances into 
loans. It has already been explained 
that by means of a bank acceptance a 
seller, before shipping his goods, re- 
ceives in effect a bank guarantee of 
ultimate payment, and the accepted 
draft provides him with an instrument 
which he will have no difficulty in dis- 
counting should he so desire. In fact, 
the credit itself is sufficient to enable 
him to obtain finance even before the 
draft is actually accepted. He is not 
likely to sacrifice these advantages very 
readily, especially as, in many cases, 
the cost of the acceptance commission 
may not fall upon him, but upon the 
buyer. Further, without the bank 
credit, he may have great difficulty 
in financing a transaction, because he 
would usually have to rely, in the 
main, upon an unaccepted draft and 
the security of the documents. Even 
if he could obtain an advance against 
the documents, it by no means 
follows that the cost would be cheaper 
than financing by way of acceptance, 
as only the borrowers of first-class 
standing and security would receive 
the finest terms. It should, therefore, 
be emphasized that in only a fraction 
of cases are bank loans and bank 
acceptances interchangeable. They 
have been developed to meet par- 
ticular circumstances, and though 
it is conceivable that here and there 
transactions may pass from the loan 
class to the acceptance class, and vice 
versa, according to the relative attrac- 
tion of the respective cost of financing, 
the possibilities in this direction are 
extremely small, and impossible of 
having any appreciable effect upon 
bank balance sheets as a whole. 
Summarizing the main conclusion, 
the most equitable method of charging 
acceptance commission would prob- 
ably be to consider each separate 
transaction on its merits, but such a 
procedure is not practicable, because 
the banks abroad require to know 
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without further inquiry what the 
charge will be, so that they in turn 
may quote immediately to their own 
customers. For banks of more or 
less similar standing in any one 
country, therefore, a uniform flat 
rate is a practical necessity, but it 
does not follow that the flat rate 
should be fixed at the same level for 
all countries. A rate of } per cent. 
for a ninety-day acceptance may be 


adequate, say, for the le ading Ameri- 
can banks, operating in a_ highly 


prosperous and very ‘stable country, 
especially as the credits opened by 
those banks in London reach a high 
average amount per _ transaction. 
There is, however, no reason why this 
fine rate should be applied in circum- 
stances entirely different. In fact, 
there is much force in the argument 
that the tendency to apply the same 
uniform flat rate to the principal banks 
in all countries of the world, instead 
of treating each country as a separate 
unit and varying the charges as 
between country and country accord- 
ing to the nature of the business and 
risks actually involved, is a mistaken 
policy. 


The Banks and the Great 
Depression 


HE view that the main cause 

I of our recent miseries is to be 
found in the mistakes com- 
mitted by bankers is popular, but is 
beginning—rather late in the day— 
to be submitted to critical analysis. 
Its strength is only in part derived 
from the more obvious sort of con- 
nection between the banker and the 
business world, which enables every 
industry to attribute misfortune to 
lack of a “sympathetic under- 
standing”’ of its problems by its 
bankers. For it by no means follows 
that because cheap money given to 
a single industry would help ‘that 
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industry, that therefore cheap money 
extended to all industries  simul- 
taneously would help them all. Nor 
is the popularity of the current view 
due wholly to that higher type of 
theory which sees in the modern 
bank the “‘ manufactory of credit ”’ 
and therefore correlates waves of 
boom and depression with increased 
and decreased activity in “ credit- 
creation.” The theory owes its 
strength to two main sources: Con- 
fusion and Authority. Confusion, 
because it is so easy to talk about 
“bankers ’”’ and not carefully to dis- 
tinguish between the powers of one 
type of banker as compared with 
another. Authority, because certain 
bankers have at times talked as if 
they believed that an “ appropriate ’ 
banking policy could at any time solve 
the problem. 

The Royal Statistical Society has 
in recent months given the hospitality 
of its meetings to somewhat more 
critical examinations of these prob- 
lems. In June last year, Dr. E. C. 
Snow, reading a paper upon “ Trade 
Forecasting and Prices,” attempted 
to show that, in the short-run at any 
rate, there was no very considerable 
correlation between individual move- 
ments in particular price-series and 
general price movements, arriving at 
the conclusion that “‘ the facts of the 
last four years are not inconsistent 
with the theory that the monetary 
lubricant does influence changes in 
the state of industrial activity, though 
the influence does not appear to be 
very substantial and the changes are 
not produced through corresponding 
changes in prices. There appears to 
be little association between industrial 
activity and commodity price changes 
and again between price changes and 
monetary freedom astringency.”” And 
in Mr. H. W. Macrosty’s important 
paper on “Inflation and Deflation 
in the United States and the United 
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Kingdom, 1IgI19-23,” read __ before 
the Society on December 21, 1926, 
a series of challenging propositions 
is thrown down. 

Mr. Macrosty does not deny that 
banking policy and Treasury action 
may have some influence upon prices, 
“but what is here asserted is that 
that policy was not the only or even 
a main cause of the fall in prices.” 
Many other factors also co-operated, 
but, in his view, the “ real cause lay 
deeper. Three months before whole- 
sale prices reached their peak the 
common man in the United States 
revolted against the high cost of 
living, and his refusa! to buy led to 
the accumulation of stocks, first in 
retailers’ shops and then in merchants’ 
warehouses, to the cancellation of 
orders, and to stoppage of production.” 
The decline in Indian prosperity, 
due to lack of Continental demand, 
similarly affected Lancashire. ‘‘ The 
dislocation of one industry speedily 
affected others; the fall in prices, 
once started, could not be stopped, but 
spread from one country to another 
and the whole world was whelmed [sic | 
in the collapse of 1921. Not to the 
policy of one small body of men, but 
to the actions of all men, should we 
attribute the misfortunes which have 
afflicted the world since the war. 
It was not the deflation of credit, 
which produced the fall in prices, 
with the consequent ruin of industry ; 
the ‘great silent strike’ of the 
common people deflated prices, and 
the deflation of credit followed.”’ 

There is such an air of attractive- 
ness about this theory that it requires 
very careful investigation. What ts 
a ‘consumers’ strike’’? One can 
understand consumers refusing to 
pay particular prices for particular 
things, but can there be a general 
refusal to buy things? We fear not. 
And in this case, though prices may 
fall in certain directions, for that very 
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reason they will not, it would appear, 
fall in other directions, for what 
consumers save by not buying they 
can still spend in buying other things. 
Again, the problem can be put in a 
somewhat different way. The high 
prices against which protest is made 
are the cause of increased spending 
power which enables these high prices 
to be demanded. As prices go up 
someone must gain : employers, work- 
men, shareholders, distributors. And 
thus it does not seem obvious that 
high prices cause a reaction by putting 
things beyond the reach of consumers. 
The consumers who fight against the 
high prices are also the producers 
who benefit by them. 

And, if it be admitted that there 
was such a thing as a real consumers’ 
strike, this does not in the least prove 
that the depression of I920-2I was 
independent of monetary factors. 
For consumers spend money, and it 
may be that the lack of means to buy, 
at the high prices, was due to the 
monetary policy pursued, or at any 
rate to features of- the monetary 
situation of the time. The monetary 
factor does not cease to be really 
present merely because it is disguised 
as a “‘ consumers’ strike.” 

That there is “something in the 
theory ”’ is obvious: but what is it ? 
Mr. Macrosty’s paper would have 
gained by the elucidation of just this 
point. Now, to begin with, it is 
clear that not all ‘“ consumers’ in- 
comes ”’ gain as prices go up, other- 
wise inflation would never pay. More 
importantly, the experience of a 
large number of countries has shown 
in recent years that the rise of prices 
is more than proportionate to the 
increase in the means of purchase. 
Owing to the tendency of business 
men to anticipate the future, rising 
prices rise cumulatively, so that, once 
given an original impetus to rising 
prices, supported by inflation, they 
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go on rising more and more quickly : 
not because people are constantly 
buying more and more, but to prevent 
depletion of stocks at too low prices. 
Under such circumstances it may 
well be that, before any given dose of 
inflation has worked through to 
consumers’ incomes, prices have out- 
run the level appropriate to that 
degree of inflation, and, tf at that time 
the monetary policy alters, and the 
volume of currency no longer goes 
on increasing, there will be inability 
to buy. But, if the explanation here 
given is correct, the consumers’ strike 
is not a cause of alterations in 
monetary policy, but a consequence. 
Certain types of strike cannot reduce 
prices: after all, the movement to 
wear overalls in the States at any 
rate led to a demand for them and 
stimulated the cotton trade ! 

There is, in fact, a danger that the 
reaction against current views may 
go much tuo far. The real requirement 
of the time is not to reject altogether 
the view that bankers and govern- 
ments were mainly responsible for 
the depression of 1920-21, but “to 
clear our minds of cant, and there- 
upon to assess the relative re- 
sponsibility of both.’” The reluctance 
to attribute deflation to any one in 
particular is simply due to the fear 
that deflation is unpopular. De- 
flation is unpopular now, but was it 
unpopular in 1920-21 ? On the 
contrary, the “common man” was 
thirsting for someone’s blood, and 
lower prices were then regarded as a 
“ bulwark against revolution.’” What 
was idiotic was not the attempt to 
get prices down, but the stupidity 
of politicians in attacking “ pro- 
fiteering’’ when they should have 
attacked “‘ inflationeering.”’ The 
second piece of cant is the idea that 
“prices should have been prevented 
from rising any more, but they should 
not have been allowed to fall.” To 





stop prices from rising is to make 
them fall, because every business 
man will sell out “at best” and will 
cause prices to fall. 

Having got these preliminary con- 
fusions out of the way, it now becomes 
possible to assess responsibility. Here 
the one fundamental question is: 
Who controlled the printing press? 
For this country at least, the answer 
is simple: the Treasury. It is very 
easy to attack the banks for financing 
the “‘ cotton boom ”’ and the “ Cardiff 
shipping boom,” but who created the 
atmosphere of economic irresponsi- 
bility which blinded everyone ? Again, 
the Treasury, by pumping more money 
into the circulation every week after 
the Armistice than it did during the 
war. The banks lent themselves to 
the boom, and are to be blamed for 
it: but what would any Government 
have said in 1919-20 if the banks had 
tried to stand out ? Again, after the 
inauguration of the Cunliffe Limit 
in 1919 how could the banks go on 
lending? We now know from Dr. 
Leaf that the banks in 1920 were fold 
to curtail credit. Whether they were 
told to or not, how could they help 
it? It is only the fanatics who think 
that banks can make loans out of 
nothing who can argue that the banks 
should have gone on. The banks 
stopped because deposits no longer 
increased at the old rate; and they 
no longer increased at the old rate 
because currency, and __ therefore 
prices, no longer increased at the old 
rate, and therefore the income of 
the “ banking population ”’ fell, rather 
than rose. The historian of the future 
will see in the adoption of the policy 
of “limitation of issue” at the end 
of 1919 the real cause of the collapse 
of the “ Victory ’’ boom: the cause 
of more wicked extravagance and 
more social unrest than any previous 
episode in the industrial life of this 
country. 
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The Real Financial Situation 
in France 
By Joseph Caillaux 


Formerly Prime Minister and Minister of Finance in the Government of France 


URPRISE is felt in foreign countries at the sudden 
alteration which has apparently occurred in the 
financial situation of France. How is it that, in 

the space of a few months, a considerable change seems 
to have been effected ? How have the peace and serenity 
of the months of December 1926 and January 1927 come 
to pass, after the anxious hours of June and July last ? 

However astonishing it may seem, this sudden 
evolution has its source in merely psychological and 
political causes. Whatever may be thought about it 
by the supporters of the quantitative theory, according 
to whom the rise and fall of a currency is linked up with 
the decrease or increase of paper money, the franc rate 
has risen to a very notable extent between August 1926 
and the present, without one single note being withdrawn 
from circulation. A similar denial is given by facts to 
those who will see a connection between the value of 
money and the size of the public debt. Contrary to 
what one might be tempted to believe, there has been 
no reduction, but an increase, and an appreciable one, of 
the French State’s liabilities, as we shall presently show, 
in the course of the last five months. And yet the franc 
has gone up ! 

How is one to account for it? From whence comes 
the general improvement which everyone proclaims ? 
Isit real? Ifso, what is its quality, itsnature ? Lastly, 
what has the future in store ? 

In order to make our explanations clear, we must recall 
some distant occurrences. It will incidentally give us an 
opportunity to show how nations—Latin nations possibly 
more than others—experience strange and often con- 
tradictory impulses, and go through alternative stages 
of excitement and depression which one cannot of course 
dream of correcting, but which unfortunately react on 
their currencies. 

It was at the beginning of 1924 that the first pressure 
against the franc rate occurred. In a few weeks, the 





[For the convenience of foreign readers the French text of M. Caillaux’ article is printed on pages 168 to 179.) 
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value of the pound sterling rose from about 70 francs to 
124 or 125 francs. It was said to be a stroke of German, 
Austrian, or other speculation, which was defeated by a 
counter-attack of French finance. Well and good! But 
the stroke could only take place and succeed for some 
time because world opinion was disturbed by the strange 
policy of M. Poincaré. The rash undertaking of the Ruhr 
occupation—and, if we said fully what we think, we should 
use another epithet than “ rash ’’—would have turned 
to the advantage of that statesman, wonderfully served by 
the incredible blunders of his opponents, if he had known 
how to make up his mind in time, and if, by his pro- 
crastinations, he had not lost the unhoped-for benefit 
which he might have derived therefrom, whilst all along 
the veil of mystery with which he enveloped his policy to 
the end kept spreading uneasiness in France and abroad. 

Perhaps—let it be said in passing—there may be 
reason to believe that the financial policy of France in 
1926-1927 will be characterized by the same hesitancy, 
the same shilly-shallying as the policy of the Ruhr. 

However that may be, the first alarm was of short 
duration. 

It was not so in the case of the second ! 

This one took place in 1925. It began towards the 
end of the Herriot Ministry. During and since the war, 
the Treasury had contracted a considerable debt in the 
shape of “ Bons,’”’ in other words, short-term obligations. 
The renewal of these bills was urgently necessary. The 
emotions stirred by bitter political strife at the time 
caused certain withdrawals of funds, or, rather, failures 
to renew these bills, in a proportion which became dis- 
quieting. The movement was all the more difficult 
to check since grave errors had been committed by several 
successive Governments allowing themselves to tolerate 
alterations in the accounts of the Bank of France. These 
errors, on being suddenly revealed in April 1925, deeply 
and justifiably stirred public opinion. 

The incipient panic was, however, controlled, as the rate 
of the pound hardly rose above 100 francs during the months 
that followed the disappearance of the Herriot cabinet. 

It was only in October 1925, when it became apparent 
that another ministerial crisis was in sight, that the fall 
of the franc began anew. 

The hesitations of the Chamber of Deputies, its resist- 
ance to the efforts of succeeding Finance Ministers, of 
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whom it got rid ruthlessly because they were asking for 
the taxation increases that were indispensable for 
balancing the Budget, produced the most deplorable 
effect. Although for several months the pound rate 
hovered between 125 and 14o francs, the fall of the franc 
rate all of a sudden, in May 1926, became more marked. 
The decline increased by leaps and bounds. 

When the Ministry, which has been called the Briand- 
Caillaux Ministry, was formed, the pound was worth 
over 180 francs. 

Let it not be said that this fall of our currency was 
due to what people call “inflation.’’ For months past no 
new bank-notes had been printed. Let it not either be 
ascribed to the bad condition of our Budgets. For 
Parliament had, willy nilly, agreed to taxes which secured 
for the Budget of the current year an equilibrium unknown 
since I9I4 ; since that time when, to quote a Scandinavian 
economist, “the finances of France were cited as a model.”’ 

There were other reasons for this stampede of our 
currency than the political and psychological motives 
referred to above. On the morrow of the elections of 
May II, 1924, a Socialist deputy was telling me: “We 
have the m majority of votes for us, Radicals and Socialists, 
but what makes our situation delicate is that the majority 
of Treasury bond bearers is against us.’’ A very true 
observation, which all those who directly, or indirectly, 
participated in the Government should have taken to 
heart. The thing to do was to strive unceasingly to con- 
vince the country that its financial restoration was, and 
would be, pursued outside of all party considerations. 
One should not have thrown out formulas which certain 
Governments half accepted, and which were of a nature 
to alarm moneyed interests. Above all, it was essential 
not to “wobble” before the resolutions that were to be 

taken ; not to say ‘‘ Yea”’ one day and “ Nay”’ the next, and 
not to fell the Finance Ministers one after the other like 
so many card castles. 

For a long time, in our political spheres, people would 
shut their eyes and their ears. ; 

When the Ministry, formed at the end of June 1926, 
brought a programme of financial restoration elaborated 
with the utmost care by experts, and having for its 
keystone the stabilization of the currency, the Chamber 
of Deputies showed itself hostile. It only granted its 
confidence piecemeal and sparingly. When the new 
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Government asked for the full powers that were necessary 
in order to get the cart out of the rut in which it was 
getting stuck fast, the Chamber, listening to M. Herriot’s 
objurgations, opposed a blank refusal. 

But then there occurred what no one had been ex- 
pecting, namely, an explosion of public opinion. The 
Bourse lost its head. The rate of the pound sterling 
rose one day up to 246 francs. It is true that the next 
day there was a return to more reasonable figures, but 
that was because the certainty was growing that the new 
Ministry which was being prepared by M. Herriot would 
collapse at once. And this was nothing as yet. When 
M. Herriot’s Government presented themselves before the 
Chamber they met with a wave of fury which expressed 
itself with violence just outside the Palais-Bourbon 
against those who were within. 

Then everything changed as if by magic. In a moment 
the Assembly altered its standing orders so as to impose 
a severe discipline on its debates. 

In a trice it granted to the new Government, which 
M. Poincaré (crushingly defeated two years before at the 
general elections) was requested to form in succession to 
the stillborn cabinet of M. Herriot, everything that it 
asked—heavy taxes, the institution of an Amortization 
Fund, and the power of carrying out reforms by means of 
decree laws which was refused a few days previously to 
the Herriot administration. 

As soon as the country observed this return of its 
representatives to the ways of wisdom, it followed suit. 
Excessive distrust was succeeded by blissful optimism. 
The bearers of Treasury bonds ceased to claim the 
reimbursement of their money. Cash flowed freely into 
the Treasury chests instead of flowing out. 

The improvement of the franc rate was a longer 
process. At the end of July 1926 the pound sterling 
wavered between 180 and 1go francs. (The higher 
quotations which are frequently and noisily exploited in 
the Conservative press were nothing but accidents of 
very short duration, flares of uneasiness which did not 
last more than two or three days.) On October 15 the 
pound was still worth over 170 francs. 

The congress of the Radical party, which assembled 
at that time in Bordeaux, gave, however, a signal example 
of patriotic self-sacrifice, which could, and should, have 
served as an inspiration to other parties, and of which in 
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any case it will be reminded in the future, when it pro- 
claimed its firm intention of supporting, not thwarting, 
the Government. 

From that time on the life of the new Ministry 
appeared assured. Henceforth international speculation 
was directed towards the rise of the franc. Under the 
egis of an Amsterdam bank, whose name is known to 
every one, business men of various nationalities began to 
purchase our currency. The French merchants and 
manufacturers, who had hitherto carefully preserved the 
appreciated currencies obtained through their export 
trade, for fear of another fall of the franc, seeing the 
beginnings of the reverse phenomenon, hastened to 
exchange their pounds and dollars for francs. 

In a few months the rate of the pound came down 
from 170 to 120 francs. The rise of the franc would not 
have stopped when it was going so well—in fact, a bank 
director was lately stating that the value of the pound 
would have fallen to levels which I dare not quote— 
if the Bank of France, at the Government’s behest, had 
not opened a barrage fire around the rate of 122 francs. 

What is the reason for this Governmental initiative ? 
How is it that it occurred only at this moment ? What 
is its import ? 

These questions, which I ask now in order to illustrate 
my recital of events, I shall answer later on. 

For the moment, I am content to stress the fact that 
the recent rise of the franc is solely due to the free play 
of the psychological and political factors. 

* * * * * 

However, it would not be fair to conclude that the 
Government presided over by M. Poincaré remained idle 
in all matters. 

This Government worked usefully on the Budget, on 
the receipts more than on the expenditure of the State. 
It handled the Treasury with some degree of felicity. 
Only, it did not adjust its handiwork with the currency 
movement, which may bring about its ruin, and which 
in any case dominates, nay, towers far above the whole 
financial situation. 

M. Poincaré, as we stated, obtained from the Legis- 
lature new taxes which are to produce a colossal amount 
of 11,000 million francs. Has he not gone too far 
in the way of taxation? I am inclined to think so. 
I fear that the additional burden may be crushing for the 
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country. It might perhaps have been borne without too 
much difficulty if the rate of the pound sterling had 
remained about 175 francs. Since, however, the figure of 
122 francs has been substituted for that of 175 francs, 
and since the taxes will be paid with a paper money of 
which the value has increased by about two-sevenths 
since the voting of the taxes, the additional burden 
imposed on the taxpayers is not 11,000 million, but over 
14,000 million francs. Will they be able to bear it ? 

This is not the only repercussion which the rise of the 
franc is going to have on the receipts of the State. 

Every one knows that the industry of a country with 
a depreciated currency benefits, through the very fact 
of this depreciation, by a premium on exports. Thanks 
to this premium, France has been able to develop her 
export trade. Economists say that this is an artificial 
development, which is not without danger for the general 
economy of the country if it happens to be prolonged. 
I agree, but it is not possible to cut it short too suddenly 
without serious disadvantages. The rise of the franc rate, 
in the proportions that are known, placed a number of 
our industries and trades in a position of serious difficulty. 
The reduction of profits of the former, of the turnover of 
the latter, is bound to affect the yield of taxation, which 
will also suffer on the other hand from the decrease in the 
consuming capacity of the working classes, hard hit as 
they are by unemployment. 

One may of course allege that it was not fitting to 
check the rise of the franc for the sole purpose of up- 
holding an unsound industrial boom. Naturally, but 
everything in this world is a question of measure. For 
many months our producers had been buying their raw 
materials and organizing their marketing on the basis of 
the pound sterling remaining between 135 and 190 francs. 
Would it not have been prudent to check the rise of the 
franc, definitively in our opinion, temporarily at least, 
in order to allow for the necessary adaptation, long 
before it had reached the level of 122 francs per pound ? 

When this rate was reached the Ministers became 
alarmed. They abandoned their reserved attitude. I 
fear that they did so too late. To remain in the sphere 
of Budgets, I fear that certain deficiencies in the 
receipts, caused by the rise of the franc, may damage 
the handsome equilibrium which they had been able to 
secure. 
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I hasten to acknowledge that, from this point of view, 
the danger is not very great, the margin between receipts 
and expenditure being so important. 

It does not matter much that a part of the receipts 
have been ear-marked for an Amortization Fund, the 
existence and working of which it has been thought 
advantageous to create through constitutional enact- 
ments. Much could be said on this heading; the breaking 
up of public receipts, the delegation of powers to organs 
that are independent from the Ministry, have never 
appeared to me to be commendable devices of government. 

But these are secondary questions. The main thing 
is that the total of taxation receipts should exceed by far 
the normal public expenditure and thus guard against 
deficits. This at the present time is an accomplished 
fact, and we take care not to overlook the importance 
of this result. 

The Treasury would have been handled, to resume the 
expression which we used above, with a fair degree of 
felicity, were it not necessary to express certain reserva- 
tions similar to those which we have already outlined. 
Through the medium of the Amortization Fund, to which 
the management of the Treasury bonds and the short- 
term bonds had been entrusted, the Government con- 
solidated up to 3,000 million francs’ worth of these bills. 
They strive to pursue these transactions, which are sound. 
They endeavour and have already partly succeeded in 
transforming into one-year and two-years’ bonds obliga- 
tions which were to mature at earlier dates. All this is 
excellent, because one must not neglect any means for 
safely stowing on board the vessel which carries 
France’s debts the cargo of debts refundable at short 
dates, since their disorderly shiftings might endanger 
the vessel and make it capsize. 

Another category of operations, which resulted in the 
acquisition by the French State of over 400 million 
dollars, calls for reflections of an altogether different 
order. 

And in the first place, one may ask why such an 
enormous collection of funds should have been formed ? 
Is it to prevent an eventual fall of the franc? As long 
as the currency has not been stabilized there is no pro- 
vision that can be adequate to stop a financial storm from 
breaking out and blowing our currency before it like a 


straw. 
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Is it intended to prepare stabilization ? I doubt it, 
and I will presently explain why. But, admitting that 
such is the intention of the Government, what need is 
there to constitute a costly hoard when it would be 
sufficient for it at the right moment to secure the opening 
of credits, which it would realize only to the extent of 
what might be required? I have been thinking and 
thinking about it, and cannot find a solution for this 
riddle. I only discover an equivalence between the 
storing of 400 million dollars and the amount which we 
shall have to refund the United States in 1929 for their 
sale to us of war materials. I should think, however, 
that there is nothing in it but a similarity of figures. 
The conception which I half perceive would be so 
reckless that I cannot believe it to have been seriously 
considered. Well then, what does it mean ? 

One cannot but think that this accumulation of 
appreciated currencies is nothing but an expression 
of that arrogant policy to which certain statesmen 
remain attached in all circumstances and through all 
events. 

It is a costly policy! How has it been possible 
to constitute such an important reserve? Through 
the help of Budget surpluses, and also of loans. I 
have no exact figures in the matter. The administration 
does not issue them. The calculations which anyone 
may make enables us, however, to surmise that five 
or six thousand million francs must have been added 
to the short-term debt in order to constitute the said 
provision. So that, during the last months, some little 
amortizement has taken place, and a notable amount 
of borrowing. 

Someone will reply: Yes indeed, but, facing this 
supplementary debt, there is an asset in dollars or in 
pounds. 

Agreed! Only, on the day when you would try to 
realize, you would not find the full amount of the francs 
which have been used to carry through these purchases. 
Besides, it was inevitable. You bought appreciated 
currencies at rates far above those to which, in conse- 
quence of the rise of the franc, they have been reduced 
to-day. 

The truth is this: the Treasury benevolently, without 
the Government guessing it of course, has played the 
counterpart of speculation. What does it mean ? 
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It means that, when the foreign speculators decided 
to gamble on the rise of our currency, they naturally 
bought, for a certain amount of pounds or dollars, francs 
which they obviously left on deposit in the French banks. 
The latter used them with all their other liquid funds to 
make payments to the State, which in turn owed the 
greater freedom of its Treasury and its borrowing facilities 
to the new orientation of international speculation. 
People will say : That is well and good. So it would be 
indeed, had not the Treasury reinvested in pounds or 
dollars the funds thus collected; had it not done what, 
in the language of the Bourse, is called the “counter- 
part.’’ The value of the pounds or dollars having become 
smaller in relation to the value of the franc, it is our 
Treasury that has lost in this poker game, and the foreign 
speculators that have won. To be more accurate, the 
400 million dollars acquired by the Ministry of Finance 
at the cost of at least 12,000 million francs hardly repre- 
sent at the present moment more than 10,000 million 
francs. In short, France has deprived herself of 2,000 
million francs. 

Such errors are the result of a policy which divides the 
Budget, the Treasury, and the currency into separate 


compartments. 
* * * * * 


In financial battles, as in war, mistakes are com- 
mitted. If they are only mistakes of detail they do not 
affect the final success. 

The mistakes that have been committed jwill not be 
grave if the Government, who will score as successes the 
advantages above mentioned, change their course, and 
make up their minds at last to realize currency stabiliza- 
tion, and to carry it out in desirable conditions. After 
all, what is stabilization ? 

One may reply : It is the adoption of a fixed currency, 
taking the place of a currency of variable value; it is the 
substitution of a monetary metre made of platinum for 
a monetary metre made of indiarubber. 

Such a definition, however, only considers the result 
of the operation, whereas what really matters is to 
examine its substance, to derive its philosophy. 

In the first place, why does a question arise, and in 
what countries does it arise? Solely among the 
nations saddled with burdens which cause their currency 
to sag. 
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If the monetary depression is not too great, that is 
to say, if the State, as the result of a disaster or following 
on an era of shameless squandering, has not contracted 
an immoderate debt, the return to normal conditions, to 
money parity, can be envisaged and attempted. 

Let us be frank : stabilization is a liquidation which 
has no justification unless it is impossible to do other- 
wise. 

Can France escape this necessity ? Can she revalorize 
her currency, that is to say, restore to the franc the gold 
value which it possessed in 1914 ? 

I once believed it practical. I had a controversy on 
this question with Mr. Keynes in 1920 or Ig21, and I 
claim that at that time I was not supporting a chimera. 
If, on the morrow of the Armistice, we had imposed upon 
ourselves the severe retrenchments of expenditure and 
heavy increases of taxation which were imperative ; if at 
the same time, instead of discounting unreal payments 
by Germany, we had been content with an important but 
reasonable indemnity, paid down on the spot, I persist 
in believing that we might have avoided the sacrifice 
which it is sheer folly to imagine that we can to-day 
avoid. 

But all this is the past, on which it is futile to dwell. 
“ Nature,’ said Talleyrand, “has not endowed man 
with eyes behind his head.” 

Let us, then, look at the present and the future. 

Before the war, France used to pay yearly five to six 
thousand million gold francs in taxation. She could 
have borne a burden heavier by one or two thousand 
million gold francs. But it goes without saying that 
the great upheaval has not enriched her; far 
from it. It is not possible therefore to think of 
imposing upon her a bigger load than 8,000 million 
gold francs. 

Let us now look at the Budget of 1927. It exceeds 
40,000 million francs. 

There are only two solutions possible : either one must 
reduce by four-fifths at the very least all expenses, 
beginning with the services of Rentes, also with the war 
pensions, and thus come back to the gold franc; or else 
maintain all our expenses at the figures which they reach 
at the present time, but acknowledge that the franc is 
no longer worth any more than twenty centimes, if not 
fifteen centimes. 
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In mathematics, these two solutions are equivalent. 
Both of them express a liquidation. Sentimentally 
however, as well as practically, the former is intolerable. 
It would provoke social troubles, all the more serious 
and certain as it would not be the State only, but all 
industries and all commercial firms which would have to 
carry out reductions of incomes and salaries, often 
impracticable and always irritating. 

At any rate, there is no way of escaping the liquidation 
which, everything maturely considered, cannot assume 
any other form than that of stabilization. 

The only delicate point, setting aside the important 
but secondary difficulties implied in every monetary 
transformation, is to determine the rate at which it is 
fitting to stabilize. 

It must be chosen in such a way that it does not 
result in a sharp rise of prices, and that, however, the 
nation’s industries be not put in jeopardy. In short, 
one must conciliate the interest of the inactive class, 
which can be represented by the holders of Rentes, with 
that of the active class, that is to say of the manufacturers, 
agriculturists, wage-earners, etc., with a measured but 
pronounced preference for the producing class. 

Can stabilization be effected on the basis of the pound 
at 125 francs? Must one take a higher rate of the 
pound ? I am not provided with the means of infor- 
mation which the Government, being able to consult 
the industrial and commercial groups, can command. 
I shall therefore abstain from formulating a hard and 
fast opinion. Besides, I am tempted to think that my 
impression is transparent enough through the lines which 
I have just written and in the preceding pages. 

Furthermore, there are experts in our country. 
Let them be consulted, and let a decision be taken ! 
The only thing is, does one wish to take a decision ? 
I have said I doubted it. Why? 

* * * * * 

Because, in order to stop the oscillations of the 
monetary pendulum, it is necessary as a preliminary to 
purge all the channels of the debt of France, and because 
one hesitates before the settlement (which, however, is 
inevitable) of the Inter-Allied debts. 

Because one does not with a light heart make up one’s 
mind to give up a means of exerting pressure on the 
parties of the Left. ‘‘ You cannot resume power. Your 
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return to the Government would cause such a scare that 
the pound would fall back to 240 francs, if not to 300 
francs.” This argument falls to the ground as soon as 
the currency has become stable ! 

Because, more especially, men hardly change ; because 
there are some who cannot detach themselves from the 
policy of Chauvinism and—of impotent wishes ; because a 
clear decision, and one confessing mistakes, all the 
mistakes of the past, runs contrary to their mentality. 
Such persons are inclined to “‘ wait and see.”’ 

Wait ? but the manufacturers are wondering whether 
a new rise of the franc will not place them to-morrow in a 
position in which it will be impossible to work. Their 
uncertainty induces them to lighten their commitments, 
to restrict their output at the expense of the wage- 
earners whom they employ. It is unemployment looming 
on the horizon. 

Wait ? but the capitalists reserve themselves. They 
think that, instead of feeding production by investments, 
they find a greater advantage in leaving their bank-notes 
idle in a drawer. If the franc improves further, 
the inactivity of their funds will bring in more to 
them than their activity. An admirable method for 
encouraging production ! 

Wait ? For what? For revalorization? That is 
folly! For stabilization by stages? That is a dangerous 
delusion ! 

We have waited after the war in the shelter of a proud 
saying: “‘ Germany will pay.’’ We know to-day what 
that stuff was worth. This ridiculous jingoism was one 
of the chief causes of our financial embarrassments ! 

Is it desired to give a counterpart to this high-sounding 
formula ? If so, “Let us revalorize’”’ fills the bill 
admirably. 

Let us beware! For nations, any more than for 
individuals, the regime of morphia injections is highly 
unsuitable. 

And is it not a new morphia injection which the 
Government is giving to-day all round when it declares 
that it will do everything in its power to prevent a new 
rise of the franc, but without carrying out stabilization ? 
The “ revalorizers’’ have no reason to lose all hope. 
“ What will happen to-morrow ? ”’ the producers and the 
capitalists are asking. ‘‘ What guarantees are given us, 
since legal stabilization is adjourned sine die?” 
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The English Banking Year 
By O. R. Hobson 


an actively unpleasant, at least a mildly exciting 

one, for did not our industry pass through one of 
the great crises of its history and is it not almost a pro- 
verbial saying that the prosperity of the banks is in- 
extricably bound up with that of industry ? Unpleasant, 
however, it certainly was not if published figures of profits 
are any guide, nor, unfortunately for the chronicler, can 
it by any stretch of the imagination be called exciting 
either. To put it baldly, coal strike or no coal strike, 
the banks had a very good year. They made profits 
almost, though not quite, as great as those of 1925, and 
1925, on a fair standard of comparison, was much the 
best year the banks have had since the war. Here are 
the profit figures of the eleven English joint-stock banks 
for the past four years and the aggregate for the past 
seven years toe prove that statement. 


(- banking year 1926 ought to have been, if not 


ENGLISH BANKING PROFITS 


1923 1924 1925 1926 
£ £ & £ 
Barclays sig wis 1,891,066 2,067,281 2,289,837 2,427,162 
Lloyds ar ve 2,047,116 2,468,934 asta 2,523,582 
Midland a me 2,210,972 2,424,992 2,522,469 2,535,730 
National Provincial . . 1,791,287 1,974,043 2,161,580 2,115,654 
Westminster .. at 1,804,782 2,013,502 2,205,392 2,157,232 
Bank of Liverpool .. 486,966 530,443 prc 542,731 
District is re 428,606 448,073 458,993 450,139 
Lancs. and Yorks. .. 240,302 242,957 245,300 264,528 
Manchester and County 190,105 193,393 199,319 186,116 
Union of Manchester 227,047 221,395 214,221 205,762 
Williams Deacons .. 327,247 338,893 344,860 330,856 


AGGREGATE PROFITS 


£ 
1920 ce oa 17,315,262 
1g2I rar ne 13,549,021 


11,869,453 
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AGGREGATE PROFITS 


f 
1923. oe ee 11,645,496 
1924 .. ar os 12,923,906 
1925... ia ee 13,783,714 
I9O20 «. ad oe 13,739,492 


It is true, within limits, to say that these very satis- 
factory results were achieved not so much in spite of the 
strike but because of the strike. Mr. Churchill told us 
in his Budget speech in April that but for the industrial 
uncertainty the bank rate would by then already have 
been reduced from 5 per cent. As it was, thanks to the 
strike, the bank rate averaged {5 against £4 IIs. 6d. 
in 1925 and £4 in 1924, and the banks, therefore, 
earned more interest on their loans, on their discounted 
bills, and on their money lent out at call or short notice. 
On the other hand, the banks had to pay more in deposit 
interest (particularly as they were competing so fiercely 
among themselves for large fixed deposits) and they 
will have earned less in commissions dependent on 
turnover, as for example commissions on acceptance and 
foreign exchange business. Bad and doubtful debts 
possibly called for rather higher provisions, but the fact 
that these made no appreciable hole in profits suggests 
the solution of the apparent paradox. The banks did 
not suffer appreciably from the coal strike because the 
strike was in fact a disaster of a very much smaller order 
than it seemed to most people at the time. Competent 
authorities have estimated the decline in our total 
production, or the decline in the national income, at not 
more than 5 per cent. The loss, moreover, affected 
chiefly those sections of industry which were already 
sorely afflicted, and one may suppose, therefore, that for 
the banks it was rather a case of debts previously regarded 
as “‘doubtful”’ (and no doubt already very amply pro- 
vided for) becoming, in consequence of the coal strike, 
still more doubtful if not definitely “‘ bad,” than of any 
large new harvest of losses. But this, as so much else 
connected with banking, is a matter on which the outsider 
can only conjecture. 

Let us now turn to the balance sheets. The first 
point which may be noticed is that banking deposits 
during the year developed a tendency to expand. The 
figures given in the balance sheets for December 31 last, 
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in the aggregate, substantially exceed those of the 1925 
balance sheets as will be seen from the accompanying 


table :— 


DEPOSITS 


Barclays. . 


306,259,816 


1926 
i 


~ 


309,883,691 


Lloyds 337; 178,515 346,132,523 
Midland .. : 348,682,134 366,423,103 
National Provincial 252,737,817 259,249,807 
Westminster 271,379,067 285,406,068 
Bank of Liverpool 59,819,627 59,819,326 
District .. aed a8 a 54,050,540 52,321,53 

Lancs. and Yorks. sc 24,990,776 23,660,581 
Manchester and County ; 20,211,047 19,248,593 
Union of Manchester 18,283,110 17,434,521 
Williams Deacons Si eu 32,787,663 32,438,363 
Coutts& Co... si a 17,083,565 17,119,599 
Glyn Mills bi - $4 31,026,456 30,766,210 


These figures, relating as they do to dates at which 
the banks are subject to the window-dressing complex 
in an unusually acute form, are not, however, so instruc- 
tive as the monthly average figures issued by the ten 
London clearing banks. An examination of these shows 
that in each of the five months up to, and including, 
May deposits were lower than in the corresponding 
months of 1925; but that in each of the remaining months 
they were higher. Apparently therefore the coal strike 
exercised some influence in expanding bank deposits. 
I hesitate to venture upon any explanation of that 
phenomenon, but two points may be noted in connection 
with it. In the first place it coincided with a contraction 
of the paper currency. Up to the time of the strike, or 
rather up to the time when the country settled down in 
earnest to the strike, the currency circulation had been 
somewhat larger than in the corresponding period of 
1925; but as unemployment rose and wages bills shrank 
the currency contracted sharply, the redundant notes 
being, of course, paid into the banks as additions to 
deposits and additions to the cash reserves. Secondly, 
the tendency for bank deposits to rise—for the real 
balances of the community to increase—is a normal 
accompaniment of the early stages of trade depression ; 
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it may, for example, be observed in the banking statistics 
of the 1920-21 period. Associated with it—I will not 
enlarge upon the nature of the association lest I get into 
trouble !—is a tendency for bank loans to increase. That 
was a well-marked feature of the 1920-21 depression ; 
it is scarcely less well-marked in the case of our self- 
inflicted trade depression of last year. It is due, of 
course, to the demand for extra accommodation by busi- 
nesses which, owing to the coal strike, either could not 
sell their products at the normal rate or were involved in 
additional expenditure owing to the high price of fuel, 
while, as Mr. Goodenough has indicated, loans to local 
authorities for relief purposes have without doubt 
attained a very considerable total. According to the 
monthly statement of the ten clearing banks, loans and 
advances in December last aggregated {£905,000,000, 
which is an increase of £42,000,000 over the figure for 
December, 1925. It is, however, worth observing that 
despite this considerable further expansion of bank 
credit to trade and industry, the ratio of advances to 
deposits has, thanks to the larger proportionate increase 
in deposits, fallen instead of rising further. This is a 
consideration of some importance in view of the stress 
which the banks lay on not investing too large a propor- 
tion of their deposits in advances to their customers, for it 
suggests that, assuming that deposits maintain their 
higher level—as with gold beginning to flow into the Bank 
of “England they should—-it should not be so difficult as 
had been feared for the banks to meet the demand of 
reviving industry for yet more credit. As it is we may 
note that towards the end of last year the banks were able 
not only to lend more money to their customers but to 
make a modest addition to their investment holdings as 
well. So far as the other items of the balance sheets 
are concerned there is not a great deal to say. The bill 
holdings averaged less than in 1925, thanks presumably 
to the shortage of commercial bills and the very keen 
competition of Continental banks for the available 
supply, though as against this must be set the fact that 
there was a considerably larger expansion than usual 
in the Treasury bill issue in the latter part of the year. 
The cash holdings were maintained at about the same 
absolute level and the same percentage to deposits, but 
the amount of money at call and short notice averaged 
higher than in 1925. The acceptance liability was until 
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the last month of the year uniformly lower than in 1925, 
which is, of course, what one would expect in view of the 
condition of trade. 

As always, however, the impression with which one 
is left after studying the bank balance sheets is one of 
wonder—-wonder whether it is worth while going through 
so much to get so little, and wonder whether any single 
deduction which one is tempted to draw from them is 
to be relied upon. Let me take an example. I have 
just written that the fall in the total of the banks’ accep- 
tances was to be expected from the state of trade. Yet 
neither I nor anyone else has the smallest idea as to what 
the amount of bills under acceptance by the banks 
actually is. The balance sheet item under which they 
appear is generally designated “ liability of the bank 
for acceptances, endorsements, &c.’”’ Under the “ &c.,” 
as Mr. McKenna told us a year ago, lurks a possibly very 
considerable amount represented by “‘ forward exchange 
contracts,’ and from what Mr. McKenna and Mr. Leaf 
have said, one gathers that an identical contract entered 
into by the Midland Bank and the Westminster Bank 
will appear at quite different figures in the respective 
accounts. So the item “acceptances, endorsements, 
&c.’’ in any bank balance sheet is entirely unintelligible 
to anyone except to a few higher officials of the bank in 
question. Yet, surely, it is of some general importance 
to know the volume of the commercial bills of exchange 
which the great banks hall-mark with their acceptance, 
and surely the banks cannot fear that the disclosure 
of this information will do them any harm? The Cunliffe 
Committee recommended that the actual acceptances of 
bills should be distinguished from engagements such as 
endorsements or the liability under forward exchange 
contracts. What possible reason can there be for 
refusing to comply with that recommendation ? This, 
however, is only one, and not the most important, of the 
things which the banks ought to tell us but don’t. It is 
a matter of considerable economic interest that the 
amount of commercial bills under discount with the banks 
should be known. At present these bills are lumped in 
one total with Treasury bills, with the result again that 
a valuable indication of the tendency of international 
trade and the London market’s share in financing it— 
an indication which we had before the war when there 
were no Treasury bills—-is lost. Yet the Scottish banks, 
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most of them, give this information, and the chairmen of 
two at least of the “ Big Five’’ have on occasion dis- 
closed the proportion of commercial bills to Treasury 
bills in their portfolios, so that the banks can hardly 
plead that “ it is not in the interests of shareholders, &c.” 
We ought again to know what proportion of banking 
deposits consist of demand or current account deposits 
and what of time deposits. One important bank used 
before the war to distinguish these two forms of liability, 
and the German and American banks do it now without 
obvious harm to themselves. Why are our English 
banks so unnecessarily secretive? Again, it would be 
of considerable value to have an analysis of banking 
advances based upon the broad divisions of industry. 
The president of the Institute of Bankers recently said 
that such an analysis has in fact been made, and then 
proceeded to add that he did not favour its disclosure. 
Why not ? One bank, yet again, before the war used to 
publish monthly its average daily holding of cash, yet 
all without exception now join in the silly conspiracy to 
publish only a fictitious figure specially prepared for 
exhibition purposes. Is this worthy of our great banking 
system in which we legitimately take such pride? No 
one is asking the banks to reveal secrets whose disclosure 
would really embarrass them in their business. No one 
is asking them to publish anything which could even 
remotely conflict with the duty of secrecy respecting their 
customers’ transactions. No one is even asking them 
to reveal, for Mr. Cook’s« benefit, the amount of their 
secret reserves. But, as is now widely recognized, one 
of the great needs of the present time is the systematic 
collection and publication of industrial information. 
In the interests of industrial development, in the interests 
of improved relations between employer and employed, 
in the interests of more efficient control of credit and 
price levels, it is essential that a much better supply of 
industrial and commercial statistics should be made 
available, and that individual firms and _ individual 
industries should co-operate in the compilation of such 
information. The banks stand to gain much from the 
development of a better service of commercial intelligence. 
Let them then lead the way by putting at the disposal of 
the community some of the valuable economic infor- 
mation to which they alone have access and which they 
now needlessly keep to themselves. 
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The Irish Free State Banking 
Commission’s Proposals 
By Bolton C. Waller 


the Minister for Finance of the Irish Free State 
to consider ““ What changes, if any, in the law 
relative to banking and note-issue are necessary or 
desirable, regard being had to the altered circumstances 
arising from the establishment of Saorstat Eireann.”’ 
The composition of the Commission gave general satis- 
faction, consisting as it did of six men with practical 
experience of Irish banking, together with an Australian 
banker and, as chairman, Professor Parker-Willis of 
Columbia University, New York. Inthe January number 
of THE BANKER a summary was given of the second, 
third and fourth interim reports of the Commission, and 
it was stated that the first report, dealing with currency 
and banking, was still withheld. Since then that report 
has been published (on January 21), and though there 
may still be a final report of the Commission to come we 
are now in a position to examine its main recommen- 
dations as a whole. Speedy consideration in Ireland 
is necessary, since the Minister for Finance has stated 
that legislation to give effect to two parts of the Com- 
mission’s recommendations (those relating to currency 
and agricultural credit) is to be passed before the General 
Election, that is to say, within the next six months. 
While the recommendations of the Commission form 
a whole, those relating to currency and note-issue are 
naturally of the first importance. From the foundation 
of the Free State the question of establishing a distinct 
currency has received rather spasmodic attention. While 
the right to such a currency has been everywhere acknow- 
ledged, the pressure of other problems and a wise caution 
on the part of Government, which shrank from intro- 
ducing any new element of instability into a country still 
disturbed and uncertain of itself, prevented any action 


()* March 8, 1926, a Commission was appointed by 
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being taken previous to last year. Indeed, the opinion 
has often been expressed that one of Ireland’s most valu- 
able advantages during the period of revolution and civil 
war was that she did not possess her own currency but 
continued to use the most stable currency in Europe. 
Regarded from this standpoint the setting up of last 
year’s Commission was itself an indication of restored 
confidence, as is also the calmness with which its proposals 
have been received in Ireland. 

Broadly speaking, there have been three courses of 
action open to the Irish Free State, either to establish 
its own currency entirely distinct from that of Great 
Britain; or to adhere to the British system and retain 
British currency in circulation as hitherto; or to establish 
its own currency while ensuring its parity with sterling. 
To certain nationalists the first of these courses seems 
altogether desirable, if only as a fresh “ gesture”’ of 
independence from Great Britain, quite apart from 
practical advantages or disadvantages. To some it is 
a matter of faith that Irish currency would immediately 
establish a favourable exchange rate with sterling. 
Others have suggested that, if a foreign standard of value 
were found necessary, it should be the American dollar 
rather than the pound. Against any such plan the 
American chairman of the Commission expressed himself 
last summer with great vigour in a public statement 
obviously intended to allay apprehensions. The report 
of the Commission is equally emphatic. ‘“‘ The Saorstat 
is now, and will undoubtedly long continue to be, an 
integral part of the economic system at the head of 
which stands Great Britain. ... Nothing is clearer 
in monetary science than the desirability of maintaining 
and extending uniformity of currency and monetary 
usage between areas that are closely related in an economic 
sense to one another. ... It would be a gross and 
obvious error of monetary policy to attempt the establish- 
ment of a new unit of value in a country whose economic 
relationships are of the kind above outlined.”’ 

On the other hand the business and trading com- 
munity in the Free State has generally favoured the 
second of the courses indicated, adherence to the use of 
British currency. It is convenient, and above all it is 
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safe. But against this course at least three reasons of 
importance can be brought. The first, which may be 
labelled ‘‘ political’ or even “‘ sentimental,” is that the 
Free State, as a separate political unit, ought to possess 
its own currency system. The second is a financial 
reason. By the present sy stem the British Exchequer 
receives a substantial sum through the use of its notes 
in Ireland, which can be diverted to the Irish Exchequer 
if a separate note-issue is made. Thirdly, a change is 
necessary in order to escape from the present uncertain 
and unsatisfactory position with regard to legal tender. 
According to the Commission’s report “‘ At the present 
moment in the Saorstat there is no legal tender in cir- 
culation identifiable as such,’ since neither bank-notes 
(English or Irish) are legal tender, nor British Treasury 
notes issued subsequently to December 6, 1922. The 
only present legal tender in the Free State is Treasury 
notes issued before that date, but since such notes bear 
no date of issue they are not separately identifiable. It 
is true that no great difficulty has been experienced in 
this matter since creditors are satisfied with British legal 
tender; but the position is plainly anomalous, and some 
change is necessary. 

The Commission therefore pronounces in favour of the 
third course mentioned, namely, that British sterling 
should continue to be the ‘Standard of Value,” but that 
the Free State should have a “ New type of local currency” 
based on sterling. Its fundamental proposal is the issue 
of a legal tender note which, “ Not only should, but must 
be maintained at a parity with sterling, and such main- 
tenance must not be a matter of conjecture or doubt.” 
This new legal tender is, therefore, to have a backing 
pound for pound of British Government securities ; or to 
put the matter more fully in the words of the Commission, 
“Such legal tender notes as may be issued shall be equal 
in amount to British Government obligations held for 
their protection, or, so far as conditions of redemption 
may make it necessary, British Government securities 
combined with liquid current balances in British banks 
or with actual deposits of gold or both.’”’ The note is 
to be convertible on demand in London. In addition 
to its protection by British securities it is to carry the 










































124 THE BANKER 


unlimited liability of the Free State, this being necessary 
(as the Commission points out), not from any doubt as 
to the effectiveness of the measures proposed for the 
maintenance of parity with sterling, but because such a 
declaration is necessary in order to give it legal tender 
quality. 

For the management of the new issue, and other 
purposes to be mentioned later, the establishment of a 
Currency Commission is proposed. It is to consist of 
seven members, three to be appointed by the Govern- 
ment, of whom two are to be representative of business 
and trade, and not Government officials, three to be 
chosen by the banks, and a seventh, “A man learned and 
experienced in banking and finance,’ to be chosen by 
the other six. This last is to be a whole-time salaried 
official, the managing director of the Commission as well 
as its chairman. The duties and functions of the Cur- 
rency Commission are laid down in considerable detail. 
Though it will presumably sit in Dublin, it is to appoint 
an agent in London (a bank or banks) with which will 
rest the duty of converting the legal tender notes. The 
Commission may, if found desirable, make arrangements 
for conversion in Dublin also, but the legal right to 
conversion will be exercisable in London only. 

In addition to the legal tender note-issue the Com- 
mission recommends a new consolidated bank-note 
issue. Hitherto five of the nine banks operating in the 
Free State have had the right of note issue, based on the 
Act of 1845, while the other banks have not. It is now 
proposed to abolish this distinction, and to give all the 
banks the right of issue up to the following amounts, 
based on an estimated requirement of six millions :— 


Bank of Ireland .. ‘a - .. £1,705,000 
National Bank .. os ag .. 1,365,000 
Northern Bank .. ada Ra i 243,000 
Provincial Bank .. r - <3 649,000 
Ulster Bank ne ia ha ae 419,000 
Hibernian Bank .. eg be ws 439,000 
Munster and Leinster Bank .. oa 852,000 
National Land Bank .. ay ia 55,000 
Royal Bank rae a er 273,000 


£6,000,000 
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Of these the first five are the present issuing banks. 
Since the National Land Bank has now been absorbed in 
the Bank of Ireland, presumably its allotment will be 
added to that of the latter. The new bank-notes, while 
bearing the name of the issuing bank and carrying its 
liability, are to be printed and controlled by the Currency 
Commission, and to be furnished by it to the banks only 
against sound liquid advances of the banks, whether 
in the form of Bills of Exchange or overdrafts. In order 
to meet any possibility of loss in connection with either 
note-issue the Currency Commission is to build up, out 
of profits on its investments, a reserve fund equal to 
ro per cent. of the bank-note issue. 

In attempting to frame an estimate of the amount 
required both of legal tender notes and bank-notes, the 
Commission admits that it can give merely approximate 
figures. It estimates that the present total note circula- 
tion of all Ireland (Free State figures not being available 
separately) is about seventeen millions, of which three 
milions is “till money” and British currency notes. Of 
the remainder six millions is in “fiduciary’’ notes, secured 
by the general liability of the issuing banks under the 
Act of 1845, and eight millions in “‘secured”’ notes paid 
for by funds deposited with the British Government. 
The Commission proposes that the legal tender issue 
should be approximately equal to the former “secured”’ 
notes, plus the British currency notes in circulation, and 
estimates this (for the Free State) at six millions. The 
former “‘fiduciary’’ notes, plus “till money,’’ would then 
be replaced by the new bank-note issue. After a lengthy 
discussion of detailed points which arise in this connec- 
tion, the report recommends that on this issue the limit 
of six millions should be fixed, and on this figure bases 
the apportionment already given. The issue of legal 
tender notes and bank-notes would therefore be approxi- 
mately equal. In order, however, to meet the possibility 
of a shortage of legal tender, it 1s provided that should 
the legal tender issue fall below four millions, the bank- 
note issue may be reduced to not more than one million 
in excess of the legal tender issue. 

To turn now to the profits which will accrue to the 
Free State Government from the system proposed, the 
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Currency Commission will have in its possession about 
six millions, held as backing for the legal tender issue, 
and invested for the most part in British Government 
securities. This, it is estimated, will bring in an interest 
of from £180,000 to £240,000. It is also proposed that 
the tax on bank-notes should be increased to 14 per cent., 
which would produce about £90,000. From these figures 
must be deducted the expenses of the Currency Com- 
mission and the two note-issues, which will be consider- 
able, but a net earning of at least £250,000 may be 
expected. This may seem a small sum, judged by British 
standards, but in the Free State would be a very welcome 
addition to the revenue. It would be nearly sufficient, 
for example, to cover the cost to the State of secondary 
education or of health insurance. 

To this summary of the recommendations of the 
majority of the Commission it should be added that the 
first interim report also contains a long and critical state- 
ment by Senator Andrew Jameson, director of the Bank 
of Ireland and its representative on the Commission, 
together with a rejoinder by the other members of the 
Commission, an unusual feature in documents of this 
character. While accepting the fundamental recom- 
mendation of a new legal tender issue at parity with 
sterling, Mr. Jameson attacks many of the proposals 
made, as unnecessarily interfering with a sound system, 
as involving undue Government control over the banks, 
and on various other grounds. He is also concerned to 
maintain the special position held hitherto by the Bank 
of Ireland, and thus criticizes, for example, the proposed 
redistribution of the bank-note issue, under which the 
proportion of the notes issued by that bank would be 
reduced from about 60 per cent. to about 28 per cent. of 
the total. The same conflict of interest between the 
Bank of Ireland and the other banks comes to the front 
in the third interim report, where a majority of the 
Commission recommend that so far as possible Govern- 
ment banking business should be distributed over the 
various banks, while Mr. Jameson, supported by Mr. 
McElligott of the Ministry of Finance and to a lesser 
degree by Mr. Smith-Gordon of the Land Bank, advises 
that it should be concentrated at the Bank of Ireland. 
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On this matter the Government’s intentions have not 
yet been made public. 

The second and third interim reports, dealing with 
agricultural credit and business credit respectively, are 
unanimous. The former proposes to fill a gap in the 
economic organization of the country by setting up an 
“ Agricultural Credit Corporation,’ with a capital of 
£500,000 (half to be paid up) provided if possible by the 
public, but if not by the Government and the banks. 
This Corporation would be in no sense a competitor of the 
banks, but would mainly be concerned with loans such 
as the banks are reluctant to make, such as long-term 
loans for agricultural enterprises. It would specially 
be expected to extend credit facilities to. co-operative 
creameries and other co-operative organizations—the 
development of co-operation being a settled feature of 
the Government’s policy—but would also assist individual 
farmers. In order to obtain the necessary funds it would 
be empowered to issue bonds or debentures, secured, for 
example, against creameries, and in order to ensure 
public confidence in such investments the Commission 
proposes that debentures should be guaranteed by the 
Government up to a limit of one million pounds. As 
regards business credit there is a somewhat similar body 
already in existence, the Industrial Trust Company of 
Ireland, and the Commission’s report is chiefly devoted 
to proposing an improved method of co-operation between 
it and the Government. The Commission is of opinion 
that through the facilities which can be provided by this 
Corporation, together with the ordinary facilities pro- 
vided by the banks, the needs of the business community 
for credit can be fully supplied. 


In the summary of the second, third and fourth interim reports of the Irish Free State 
Banking Commission, which appeared in the January issue of THE BANKER, it was stated 
that ‘‘ the Free State Government has decided to wind up the affairs of the National Land 
Bank.” We have received a letter from the managing director of the National Land Bank 
informing us that the Free State Government’s shares in that bank have been transferred to 
the Bank of Ireland and that the National Land Bank will continue as a separate company. 
We are glad to publish this information as the observations on the Land Bank made in the 
January issue must have caused some inconvenience to the management of the Land Bank.—Eb. 
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The Royal Bank of Scotland 


Some of its Buildings 
By Professor C. H. Reilly, F.R.I.B.A. 


T has often been suggested that the critic on entering 

a picture-gallery should not be handed a catalogue 

giving the artists’ names, and should be made to write 
his article without this information. If, further, the 
exhibition contained alongside the modern pictures one 
or two by old, but unnamed, masters the test would 
be severer still. I am rather in that position with a 
number of photographs of the fine buildings, old and 
new, of the Royal Bank of Scotland. All that I can 
identify with any certainty is the facade with four 
pilasters and a pediment to the head office at Edinburgh. 
That is certainly by Sir William Chambers; the whole 
block to which it belongs was, I think, designed by him 
as a private residence. It is set back from St. Andrew 
Square by a long forecourt flanked on either side by two 
equally fine and identical blocks of classical building, 
possibly by the same hand. If I am right in suggesting 
that the centre block was designed as a private house, 
and has been added to and altered since for its present 
purpose, it is a little difficult to understand what these 
two equally big blocks on either side of the court, with 
facades and entrances of their own to the street, stood 
for in those days. Anyhow, they make as fine a group- 
composition of three buildings as is to be found anywhere 
in these islands away from Greenwich Palace. The side 
blocks are slightly lower with Ionic columns and pilasters 
starting from the ground. They have a cornice unbroken 
by a pediment with a level attic over it. The central 
block has the same sized order, Corinthian in this case, 
but starting at the first-floor level. Its four pilasters 
carry a central pediment which becomes, therefore, the 
focus and climax of the whole composition. It is this 
central building which the bank apparently occupies, and 
it is therefore placed in a position of great dignity. 
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Banking in Scotland, or the sort of work this head- 
quarters of the Royal Bank does, cannot be an affair of 
hatless and excited stockbrokers and their clerks rushing 
in and out of swing doors all day long. At such a bank 
one should arrive in a coach or, at least, a barouche, 
drive into the forecourt, and perhaps before entering the 
building itself take a dilettante interest in the statue 
which stands there of a Roman caressing his horse. When 
at last one does enter this bank one arrives apparently 
in a very noble vestibule of vast size with ranges of 
columns on either hand in two tiers acting as screens. 
In front is the fireplace under a great arch. Probably, 
through one screen, that on the right, one finds the great 
staircase, but the photograph does not show it. Through 
the left-hand screen one approaches the banking hall, 
but still very gradually. There it is far away in the 
distance. Perhaps the hall porter announces one’s name 
before one is allowed in. When eventually one arrives 
there one finds oneself in a great square hall surrounded 
with low mahogany fittings, and with a great open 
floor space in the centre covered with encaustic tiles in 
the mid-Victorian manner. This hall has four deep 
arches against its four walls which, with the aid of four 
pendentives, carry the great dome. All this is very 
dignified and fine, if a little profuse in detail, as the manner 
was in the middle of last century. The dome, however, 
from the photograph, has its dignity very much spoilt by 
having the hexagonal coffers which decorate it pierced 
as skylights. There is a central circular opening at the 
crown as in the Pantheon in Rome, and if this had been 
a little larger there would have been no need for any 
other apertures. The present arrangement is rather like 
a great umbrella perforated, not only with a hole at the 
top, but with a series of holes down each rib. It is 
unfortunate, for otherwise this must be one of the finest 
banking halls in the country. Nowhere else is so much 
space given up to the public, and so little, it would seem, 
to the staff. One gains the impression from this hall, 
and, indeed, from the whole building and its setting, 
that banking in Scotland is a very stately affair pursued 
with a deep philosophical calm. The two first-floor 
rooms of. the mansion used as a board-room and the 
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manager’s room give the same effect, though in such 
rooms it is not so unfamiliar. These are fine apartments 
in Sir William Chambers’s best manner, particularly the 
board-room. It has over-doors, mantelpiece, and ceiling 
in his more robust and Roman version of the style of 
decoration the public connect with the name of Robert 
Adam. I do not remember a better room in Somerset 
House itself, which was, of course, his chief work. 

The exterior of the Glasgow headquarters looks dull, 
respectable, and nonconformist to the last degree. It, 
too, appears to have a drive up to its main entrance. 
This building is also isolated from its surroundings. At 
some time or other screens of columns and arches have 
been added, and not added very well. The photograph 
shows how awkwardly one of them butts into the main 
building. Perhaps these screens, with their suggestions 
of at least a ducal, if not a royal enclosure, were added 
to lessen the general meeting-house air which the building 
possesses, though it is quite possible this air may give 
confidence to depositors north of the Tweed. 

Passing now to one of the branch offices, that for the 
west end of Edinburgh, it will be seen that it is a new 
and handsome block, which is not only to a larger scale 
than its neighbours, but stands up high above them. 
It is, indeed, a very powerful looking pile in the modern 
manner for banks, with an order of columns starting 
high up in the building. This order, which consists of a 
couple of finely-drawn and modelled Greek Ionic columns, 
is interpenetrated by a sub-order of piers with an 
enriched frieze. This is the most novel part of the 
design, which otherwise follows in general lines a form of 
composition often to be found in banks. Here, however, 
the work is detailed with considerable skill and strength. 
A good feature of the building is the way in which the 
flank-return walls are completed in the same stone- 
facing as the main front, a very important matter for 
the tidiness of a town. The banking hall for so lofty a 
building externally is unexpectedly low, only making 
use apparently of the ground-floor windows. Presumably 
all the floors above are offices or chambers. This may 
account for the one weakness in the fagade—the gaps in 
the tall stone parapet where iron railings have been 
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introduced. These are probably to enable people using 
dormer windows behind the railings to obtain a view. 
It seems a pity, however, to have weakened so powerful 
a pile in its silhouette against the sky for such a purpose. 
Whoever the architect of this building was, and I do not 
like to hazard a guess, the detail of his work shows that 
he has a good scholarly appreciation of Greek mouldings. 
The building is, indeed, a very good example of the way 
in which it is possible to combine refinement and strength 
—a thing not so often understood nowadays as it should be. 

Drummond’s Bank in London, at the junction of 
Whitehall and Trafalgar Square, is to-day a branch 
of the Royal Bank of Scotland. Every one must be 
familiar with its pilastered facade, rather dull, but very 
respectable, because the building i impinges so awkwardly 
on the entrance to the Mall. The Government of to-day 
could not afford, I suppose, to buy up Messrs. Drum- 
mond’s bank when this entrance was formed as a memorial 
to Queen Victoria, which is inferentially a testimonial 
to the power and status of the Royal Bank. Within the 
building, however, are rooms of the good-to-live-in type 
which the early part of the nineteenth century generally 
produced. The board-room on the first floor, now 
the manager’s room, is a very good example of the 
combination of comfort and dignity our grandfathers 
managed so often to achieve. 


A Banker’s Diary 
Mid-December to Mid-January 


THERE was published in the Press on December 20 an 
appeal, signed by over forty members of the Faculty of 
Political Science of Columbia University, 

American New York City, for an international con- 
Manifesto on ference ‘‘ to review the entire problem of 
Allied Debts debt payments and make proposals for 
readjustment.’ The settlements already 

made are declared to be unsound in principle, and while 
complete cancellation is not recommended, it is argued 
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that the loans extended to Europe during the war “ were 
not regarded by those who voted them as_ business 
transactions, but rather as joint contributions to a com- 
mon cause.’” A reconsideration of the origin of the 
debts, war and post-war, is urged. Capacity to pay, 
it is suggested, cannot be regarded as a fair basis for 
settlements extending over sixty-two years, and the 
opinion is expressed that existing arrangements “ have 
created and are fostering a deep sense of grievance 
against ’’ the United States. For these and other reasons 
revision of settlements, considered in the light of repara- 
tion payments, should be undertaken at a representative 
international conference. 


On December 31 an agreement was signed for the funding 
of the war debt owing by Portugal to Great Britain. 
The net debt covered by the settlement 
Settlement of Was just over £20 millions, and Portugal 
the Portuguese undertook to pay annuities rising to 
Debt £350,000 for the period 1929 to 1938 and 
£400,000 from 1939 to 1987, with a smaller 
concluding payment. Portugal has the right to redeem 
the debt by a single payment of £53 millions before 
December 31, 1927. A clause is included making possible, 
as in other settlements, a reduction in the annuities in 
the event of Great Britain’s receipts on account of 
reparation and inter-allied debts exceeding her payments 
to the United States. (Cmd. 2791, Id.) The agreement 
was approved by the Portuguese Government, and the 
first annuity of £125,000 was paid on January 8. 


A BILL for the restoration of the gold standard in Denmark 
as from January I, 1927, was passed by both Chambers 
, of the Rigsdag on December 22. Under the 

ee S Act the National Bank is required to redeem 
“Gold to its notes in gold at the rate of kr. 2,480 per 
kilogramme of fine gold, thus restoring the 

pre-war parity. The Minister of Finance, however, has 
the power to relieve the National Bank from the obligation 
to redeem notes in sums of less than kr. 28,000, and this 
privilege has been granted to the Bank for a period of 
one year, which period may be extended later. The 
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choice as to the description of gold to be given in exchange 
for notes lies with the Bank. Denmark is therefore now 
on a gold standard in the same sense as Great Britain. 
The credit, amounting to £3 millions, arranged with a 
consortium of London banks early last year, with the 
object of stabilizing the exchange, has been renewed as a 

precautionary measure. As from January 11 all restric- 
tions were removed from exports of gold to countries 
where the central bank is required to buy and sell gold 
and whence exports to Denmark are freely permitted. 


THE Finance Committee of the League of Nations recently 
approved a scheme for the issue of an external loan by 
. the Government of Estonia, to be secured on 
Fstonian assigned revenues and to yield a sum of 
Monetary i : a 
Refotm 1,350,000 to facilitate monetary reform. A 
condition precedent to the loan is the reform 
of the Bank of Estonia on central banking lines, with sole 
right of note-issue. The capital of the Bank is to be raised 
and the Government is to endeavour to dispose of its 
shares within a short period. <A gold exchange standard 
is recommended, with a new currency unit equal to 100 
marks. Part of the loan is to be applied to the foundation 
of a mortgage bank and part to the purposes of the 
central bank, which would be subject for a period to the 
supervision of a League of Nations adviser. 


AsoutT the middle of January it was announced that the 
Austrian Boden Credit Anstalt had concluded negotiations 
: with the Finance Ministry for the a 
Austrian from the Post Office Sav ings Bank of « 
— majority holding of shares in the Vienna 
Union Bank. Complete fusion is intended 
following an exchange of shares. The Post Office 
Savings Bank will apparently dispose of its Boden 
Credit Anstalt shares for cash. The Boden Credit Anstalt 
further intends shortly to absorb the Verkehrsbank, of 
Vienna, the majority of whose shares were acquired nearly 
a year ago. At the end of 1925 the deposits of the Boden 
Credit Anstalt amounted to over 300 million schillings, 
and those of the Union Bank to about 150 millions 
(about 344 schillings==f1). 
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SHORTLY before Christmas the regulations for official 
control of banks in Italy (see October issue, p. 291), 
, were published. New banks or bankers 
Bending can only begin operations after having 
Regulations obtained the approval of the Minister of 
Finance. Existing institutions must register 
with the Ministry and notify the opening of new 
branches. Minimum amounts of capital are laid down 
for new banks, while the Minister of Finance may require 
a deposit, in the nature of a guarantee, from foreign 
banks operating in Italy. Monthly statements of account 
must be supplied to the central bank. After a period 
of grace a ratio of one to twenty must be maintained 
between paid-up capital and reserve on the one hand and 
deposits on the other, while no bank will be allowed to 
lend to one customer an amount equal to mere than 
one-fifth of its paid-up capital and reserve. 


THREE of the interim reports of the Banking Commission 
appointed by the Irish Free State Government in March, 
1926, were published in a single volume 

Irish Banking shortly before Christmas. The report deal- 
Commission ing with agricultural credit recommends, 

among other things, the formation of an 

‘“ Agricultural Credit Corporation ’’ to co-ordinate and 
augment the deposit and loan activities of the co-operative 
societies with the aid of funds raised by the issue of 
Government guaranteed capital and debentures. The 
Corporation would concern itself mainly with the granting 
of long-term and intermediate credits. The report 
approves the adoption, as suggested for this country, 
of the chattel mortgage as a convenient security for bank 
loans. Another report examines the question of long- 
term industrial credits and recommends the withdrawal 
of facilities under the Trade Loans (Guarantee) Act and 
the granting of guarantees to bonds to be issued by the 
Industrial Trust Company of Ireland, the funds raised 
to be lent to companies undertaking capital developments 
calculated to increase employment and promote pros- 
perity in the Free State. The last report recommends 
that Free State residents should be encouraged to transfer 
their balances, estimated at £5? millions, now with the 
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British Post Office Savings Bank to the corresponding 
Free State imstitution, and that the trustee savings banks 
should be merged in the Post Office Savings Bank. A 
majority of the Commission recommend that the 
Government accounts should be distributed between the 
various banks, and not confined to the Bank of Ireland. 
(Stationery Office, Dublin, 9d.) 


ACCORDING to statistics compiled by the Midland Bank, 
new capital issues, excluding British Government loans, 
all conversion and redemption issues, bonus 
New Capital vendors’ shares, amounted in 1926 and 
Market to £253 millions, a figure higher than for 
any post-war year except 1920 and {33 
millions in excess of that for 1925. Of the total, £52 
millions was for employment within the Empire, apart 
from Great Britain, and {60 millions for foreign countries. 
The latter figure was twice as high as in 1925 as a result 
of the removal, in November, 1925, of the restrictions on 
overseas, particularly foreign, issues. Governments ab- 
sorbed £47 millions in 1926 (Cf. £31 millions in 1925), 
municipalities and public boards, mainly British, £50 
millions (Cf. £26 millions), and railways £11 millions 
(Cf. £27 millions). The amount raised by investment 
trusts showed a large increase to £33 millions. Of the total 
raised for industrial undertakings of all kinds, excluding 
gas and water companies, 35°4 per cent., as compared with 
342 per cent. in 1925, was raised by the issue of debt and 
64°6 per cent. by the issue of capital. (‘‘ Midland Bank 
Monthly Review,’’ December, 1926-January, 1927.) 


AN increase from 4 to 5 per cent. in the Imperial Bank 
of India’s rate became effective on January I, while a 
further rise to 6 per cent. took place on 
— January 13. On January 11 the Reichsbank 
reduced its discount rate from 6 to 5 per cent. 
The lombard rate, however, was left at 7 per cent., thus 
restoring the usual pre-war margin between the two 
figures. Similarly, the National Bank of Belgium, while 
leaving the rate on advances unchanged at 8 per cent., 
reduced its discount rate from 7 to 64 per cent. on January 
12. The Austrian National Bank also reduced its rate 
by 4 to 64 per cent. as from January 18. 
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Bankers and the Law 
By Our Legal Correspondent 


T is indeed odd that it should be necessary in the 
present year of grace to be called upon to readjust 
our notions of the exact circumstances in which the 

rule in Royal British Bank v. Turquand can be applied. 
The familiar cases of Mahony v. East Holyford Mining 
Co., County of Gloucester Bank v. Rudry Merthyr 
Colliery Co., Biggerstaff v. Rowatt’s Wharf, Ltd., seem 
clear enough, and are usually cited to establish the 
proposition that, where you have a company regulated 
by Act of Parliament, general or special, or by a deed of 
settlement, or (the general case nowadays) by memoran- 
dum and articles registered in some public office and 
available for inspection to the public, strangers dealing 
with such a company can rely on the registered public 
documents, and if the proposed dealing is not inconsistent 
therewith they need not go further and inquire into the 
regularity of the internal proceedings. The ostensible 
authority can be taken as against the company to be the 
real authority, always provided that the outsider dealing 
with the company and relying on the apparent authority 
has no notice of any irregularity. 

In the last issue of the Law Reports appears a case in 
the Court of Appeal that illustrates the working of this 
rule in a somewhat more limited sense from that hitherto 
widely understood. The case we refer to is Houghton v. 
Nothard, Lowe and Wills, reported in 1927, 1 K.B. 246. 

This case was originally tried before Mr. Justice Wright, 
the same judge whose judgment in Kreditbank Cassel v. 
Schenkers (1926), 2 K.B. 450, we commented upon in our 
issue of December last. Curiously enough, a point the 
learned judge took for granted in that case has now in the 
Houghton case been deliberately set aside as wrong. 

It will be remembered that Mr. Justice Wright, in 
applying the rule in Turquand’s case to the facts in the 
Kreditbank case, said: “‘ I do not find it laid down as a 
condition that the person so dealing must have actually 
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examined the articles of association. In business he 
would seldom or never do so, but take the risk. He is 
bound by the articles if they are adverse to his claim; 
it seems that if the articles are in his favour he should be 
entitled to benefit by their terms.” 

This dictum of Mr. Justice Wright, which expressed.a 
very general view held up to them in the business com- 
munity, was not cited in Houghton’s case. This dictum 
was in fact delivered on June 17, 1926 (but not reported 
till much later), and Houghton’s case was argued in July. 
But, in effect, Houghton’s case is in direct conflict with 
Mr. Justice Wright’s dictum, for it lays down (inter alia) 
the proposition that an outsider dealing with a company 
cannot rely on the supposed exercise of a power of dele- 
gation by the directors if he did not in fact know of the 
existence of the power at the time that he made the 
contract. And a further proposition laid down was 
that, even if the outsider dealing with the company knew 
of the existence of the power, he would only be entitled 
to assume that it had been exercised in favour of a director 
or a secretary to the extent to be inferred from the 
positions which those persons occupied or were held out 
by the company as occupying. 

This latter proposition may well be regarded as modi- 
fying Mr. Justice Wright’s decision in the Kreditbank 
case to the effect that with wide power of delegation even 
an assistant branch manager might be presumed to be 
authorized, although not a director; although on the 
facts peculiar to that case we do not think it invalidates 
the ground of the decision. 

There was a third difficulty in the Houghton case, 
quite apart from the two just stated, namely: that the 
agreement sought to be enforced by the plaintiffs upon 
the doctrine of ostensible authority (which involved an 
agreement to apply the money of one company in pay- 
ment of the debt of another) was something so unusual 
as to put the plaintiffs upon inquiry to ascertain whether 
or not the persons purporting to make such a contract 
had actual authority to do’so. Disregarding this last 
proposition as being in no way unusual and fairly obvious, 
it is the two previous propositions that seem to put a 
fresh complexion upon the application of the well-known 
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doctrine of ostensible authority laid’: down by the rule in 
Turquand’s case. 

So far as material to appreciating those two pro- 
positions, the facts were these: the plaintiffs, a firm of 
fruit brokers, contracted with one Maurice Lowe, who was 
a director both of the defendant company and another 
limited company, called for convenience the ‘‘ Preserving 
Company.’ These two companies were fruit importers, 
and had their registered office at the same address and 
engaged the same staff. This led to a little confusion, 
but what really happened was that Maurice Lowe pur- 
ported to make on behalf of the defendant company an 
agreement with the plaintiffs that, in consideration of the 
plaintiffs advancing money to the ‘‘ Preserving Company, ’’ 
the plaintiffs should have the right to sell on commission 
all the fruit imported by both companies and to retain 
out of the proceeds of the sales 70 per cent. thereof and 
apply the same towards repayment of the advance. The 
secretary of the defendant company, in answer to the 
invitation of the plaintiffs, wrote confirming this arrange- 
ment. Neither Maurice Lowe nor the secretary of the 
defendant company had actual authority to make this 
agreement, and the defendant company ultimately re- 
pudiated it. The dispute was whether the defendant 
company was bound by this agreement. 

The judge and the Court of Appeal both held that 
there was no actual authority, and the plaintiffs therefore 
were driven to rely on the doctrine of presumed or 
ostensible authority. They based this upon the wide 
powers of the articles of association of the defendant 
company empowering the directors to delegate any of 
their powers, and argued that, as such an agreement was 
within the powers of the company and its directors, the 
plaintiffs were entitled to assume that such delegation had 
been made either to Lowe, or the secretary, or both, under 
the articles. It was admitted that the plaintiffs, when 
they made the advance, had no knowledge of the articles 
or the powers of delegation given thereby, but it was argued 
on their behalf that they must be taken to have con- 
structive notice of the articles (‘‘ Palmer’s Company Law,’ 
12th edit. p. 43), and that it was not essential that the 
plaintiffs should have known of the powers at the time. 
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It was said that since Lowe might have had those powers 
by delegation according to the articles, whether the board 
had exercised the delegation was a matter of internal 
management into which the plaintiffs were not bound to 
inquire (Rule in Turquand’s case). It was immaterial 
that the plaintiffs had not known of the powers given by 
the articles at the time they made the agreement. And 
the judge so held. 

The Court of Appeal, however, held otherwise. Lord 
Justice Bankes said the authorities made it clear that in 
order to establish a case within the rule it is essential that 
the person who claims the benefit of it must (a) prove that 
he relied upon the ostensible authority which he sets up, 
and (6) must not have been put upon inquiry as to 
whether the transaction was in order. Lord Justice 
Sargant and Lord Justice Atkin added the qualification 
summarized above, to the effect that, even if the outside 
party knew of the express power, it could not be relied 
on beyond the extent to be inferred from the position 
the director or secretary occupies, or is held out by the 
company as occupying, and in this particular case held 
that the agreement sued upon was outside that limitation. 

Lord Justice Sargant (with the agreement of Atkin, 
L. J.) puts the case thus : “ The plaintiffs could rely on 
the fact of delegation, had it been a fact, whether known 
to them or not. They might rely on their know ledge of 
the power of delegation, had they known of it, as part of 
the circumstances entitling them to infer that there had 
been a delegation, and to act on that inference, though it 
were in fact a mistaken one. But it is quite another 
thing to say that the plaintiffs are entitled now to rely 
on the supposed exercise of a power which never was in 
fact exercised, and of the existence of which they were in 
ignorance at the date when they contracted. No case 
was cited to us in which a binding obligation has been 
constructed out of so curious a combination, and I cannot 
see any principle on which an obligation could be so 
constructed.”’ 

Nor, even knowing of the power of the delegation, 
could such a contract as this be presumed to have been 
delegated to a director or a secretary. To decide other- 
wise, says the judgment, would be “ to carry the doctrine 
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of presumed power too far, and to place limited companies, 
without any sufficient reason for so doing, at the mercy 
of any servant or agent who should purport to contract 
on their behalf. On the view argued for the plaintiffs, 
wherever wide powers of delegation, such as in Table A, 
were given, a secretary or any subordinate officer might 
be treated by a third party, acting in good faith, as capable 
of binding the company by any sort of contract, however 
exceptional, on the ground that a power of making such a 
contract might conceivably have been entrusted to him.” 

The Court expressly stated that its judgment in this 
case has not conflicted with those cases where the question 
has been as to the exact formalities observed when the seal 
of a company has been affixed, such as Turquand’s case 
and County of Gloucester Bank v. Rudry Merthyr Colliery 
Company, which the Court says are quite distinguishable 
from the present case. And in dealing with Biggerstaff 
v. Rowatt’s Wharf, Ltd., Sargant, L. J., points out that 
there the agent whose authority was relied on had been 
acting to the knowledge of the company as a managing 
director, and the act done was one within the ordinary 
ambit of the powers of a managing director in the trans- 
action of the company’s business, and adds: “ I know of 
no case in which an ordinary director, acting without 
authority in fact, has been held capable of binding a 
company by a contract with a third party, merely on the 
ground that the third party assumed that the director 
had been given authority by the board to make the 
contract.” 

The effect of Houghton’s case, although modifying 
Wright’s, J., dictum in the Kreditbank case cited above, 
does not on the facts of that case necessarily mean that 
it was wrongly decided, for there the judge had to deal 
with a company’s negotiable paper, and the powers given 
to the director to delegate a signing party were wide 
enough to include the branch manager. Moreover, that 
manager was entrusted with a rubber stamp, and actually 
authorized to draw cheques for certain purposes. Al- 
though the particular acts in question were outside his 
restricted authority, in fact there was an actual limited 
authority and an article wide enough to cover his action 
as one not so far out of the ordinary as to put the bank on 
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inquiry. It may be that on the facts, therefore, that 
decision can be supported. 

But the bearing of the propositions in the Houghton 
case on all persons—including bankers—dealing with 
limited companies is obvious. In the usual course a 
certified resolution of the directors authorizing the dealing 
with negotiable paper and designating the agent or 
agents to act for the company in that regard render a 
bank safe enough. But there are special transactions 
involving agreements with companies that indirectly, as 
well as directly, affect bankers in ordinary practice. It is 
well, therefore, to bear in mind the propositions in the 
Houghton case: (a) that ostensible authority does not arise 
in aid of one who seeks to rely on it unless he has in fact 
at the time known of the powers which may give rise to 
presumed authority and acts in reliance upon the 
ostensible authority ; (0) that even if one knows of them, 
if it is a transaction that does not reasonably appear to 
be within the likely ambit of the director or other official, 
it may be held to put one on inquiry as to his actual 
authority, and (c) if the transaction in itself appears to be 
unusual and exceptional in its nature, that fact may also 
be held to put one on inquiry. 

There is nothing here that overrules the decisions in 
the leading cases as to internal formalities being assumed 
to be properly carried out where a usual transaction is 
within the powers given by the articles. For instance, ifa 
banker acts upon the usual resolution, it is no defence to a 
company to say that this or that designated person was not 
properly appointed or has become disqualified. And the 
Mahony case, where directors were designated as having 
power and afterwards it turned out they were not directors 
at all, still remains good law. 

The Courts have lately had to consider this question of 
ostensible authority in other connections, as in the 
Stewart case noted in our September and October issues, 
where the facts showed that the bank did not in fact rely 
on ostensible authority, but dealt with Sir John Stewart 
as a principal, having failed to note that he had purported 
to endorse on behalf of a limited company. 

Perhaps the doctrine of ostensible authority has not 
always been happily expressed. For instance, it is not 
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exactly right to say that all the world is deemed to have 
notice of the articles of a company, if by that it is meant 
that, without any knowledge of them when one enters 
into the particular transactions, one can afterwards call 
them in aid as supporting an ostensible authority which 
was never ostensible at all since one knew nothing of it. 
But it is fairly accurate to state generally, that if one does 
actually rely on articles in respect of transactions within 
their ambit, one is not bound to inquire further as to 
whether formalities of internal detail or management are 
in order unless there is something in the exceptional 
nature of the transaction itself or in the position of the 
persons purporting to act for the company which would 
put a reasonable man on inquiry, or, of course, unless one 
has actual knowledge of some irregularity, or knowledge 
of such facts, or the disregard of which is equivalent to 
wilfully shutting one’s eyes to the truth. 





International Banking Affairs 


Bank Rate Changes.—During the last month the 
bank rate has been reduced in several countries, as a 
result of the general trend towards cheaper money on 
the Continent. The ease with which the stability of the 
belga was maintained has induced the National Bank of 
Belgium to approach towards the market rate through 
reducing its official re-discount rate by 4 per cent. to 
63 per cent. on January 11. In doing so it has fallen in 
line with the French bank rate, which was reduced from 
74 to 63 per cent. on December 16. The long-expected 
reduction of the German bank rate took place on 
January 11. In lowering its bank rate from 6 to 5 per 
cent. the Reichsbank has come to level with the Bank of 
England for the first time since January 1922. On 
January 17 the Austrian bank rate was also reduced 
from 7 to 6} per cent. This reduction was rather overdue, 
as the bank rates in the surrounding countries were lower 
than that of the Austrian National Bank. It has been 
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delayed for several months by the crisis of the Centralbank 
Deutschen Sparkassen, which is now regarded as settled. 


Co-operation of Central Banks.—The movement of 
co-operation of central banks is making further headway. 
The Governor of the new Czechoslovak National Bank, 
Dr. Pospisil, paid a visit to Mr. Montagu Norman to 
discuss the possibility of closer co-operation of his in- 
stitution with the Bank of England. The Governor of 
the Jugoslav National Bank was also in London, and, as 
a result of his negotiations with Mr. Norman, the bank 
has transferred its sterling balance to the Bank of 
England. Mr. Norman is stated to have promised his 
support to the stabilization of the dinar on the condition 
that the Jugoslav Government consolidates its war debt 
to this country. Towards the middle of January Mr.. 
Norman paid one of his periodical visits to Mr. Benjamin 
Strong, Governor of the Federal Reserve Bank of New 
York. 

German Banking Changes._--German banking had a 
rather eventful month. Several banks have announced 
their intention of increasing their capital. It will be 
remembered that in 1924, when German companies 
reconstructed their capital on a gold mark basis, the 
policy adopted by the banks almost unanimously was to 
fix a too low rather than a too high figure. It has become 
obvious since that most of them have erred on the side 
of pessimism, and in the course of 1926 three of the four 
“D” banks, as well as several smaller banks, have pro- 
ceeded to an increase of their capital. In the course of 
the last few weeks another two important banks have 
decided to follow this course. The Commerz-und Privat- 
bank, which ranks immediately after the ‘“ D”’ banks, 
will increase its capital by 18,000,000 reichsmarks to 
60,000,000 reichsmarks. Of the new shares, 10,500,000 
reichsmarks will be offered to the old shareholders at the 
rate of one new share for each four old shares, and the 
rest will be taken over by a banking syndicate. The 
Barmer Bankverein, which is one of the leading pro- 
vincial banks, will also increase its capital. Another 
leading provincial bank, the Allgemeine Deutsche 
Kreditanstalt of Leipzig, will increase its capital by 
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14,000,000 reichsmarks to 40,000,000 reichsmarks. Several 
smaller banks have announced capital increases, while the 
movement has also extended over the mortgage banks. 


Belgian National Bank.—In Belgium the outstanding 
banking event of the month was the announcement of 
the issue of 50,000,000 f. new National Bank shares. 
The increase of capital is part of the reorganization of 
the bank, connected with the currency reform. The 
issue price of the shares of 1,000 f. nominal is 2,000 f. 
The National Bank has concluded an agreement with the 
Government in virtue of which gold from Belgian 
Congo, which has been sold for several years in the 
London market, will be sold exclusively to the National 
Bank in future, at the current market price. 

M. Legreux, vice-governor of the National Bank of 
Belgium, died on January 15. He was in the service of 
the bank from 1906. During the war he refused to 

carry out the orders of the German authorities, and was 
deported to Germany. 

The National Bank began the issue of the new belga 
notes, which also bear their equivalent amount in francs. 
By this action it has disposed of the rumours concerning 
a change in the ratio between the franc and the belga. 


Austrian Banking Fusions.—The process of banking 
amalgamations has made further headway in Austria. 
Arrangements have been made for the absorption of the 
Unionbank by the Osterreichische Bodenkredid-Anstalt, 
in which latter British capital has a participation. This 
transaction will largely contribute to solve the difficulties 
caused by the speculative activities of the Unionbank’s 
late chairman, Herr Bosel, in which the Posts Savings 
Bank was heavily involved. It will be an important step 
towards putting Austrian banking on a sound basis. 
The same institution will also absorb the Allgemeine 
Verkehrsbank. Another interesting amalgamation is that 
of the Hauptbank fiir Tirol und Vorarlberg and the 
Agrarbank fiir die Alpenlander. The Osterreichische 
Kreditanstalt, which absorbed last year the Austrian 
branches of the Anglo-Austrian Bank, Ltd., has decided 
to increase its dividend for 1926 to go groschen as against 
80 groschen in the previous year. On the other hand, 
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the dividends of the Bodenkredid-Anstalt and of the 
Niederoésterreichische Escompte Gesellschaft will remain 
unchanged. 

Retirement of the President of the Swiss National 
Bank.—-Herr Usteri, President of the Swiss National 
Bank, has decided to retire, owing to his advanced age. 
He became president in 1923, after having been associated 
with the management of the bank ever since its foun- 
dation in 1907. The bank will celebrate its twentieth 
anniversary in June next. 

Danish Banking.—Since January 1 the notes of the 
Danish National Bank are once more convertible into 
gold. The amount which may be presented for redemp- 
tion is 28,000 kroner, or multiples thereof. For the 
purpose of maintaining the gold standard the bank has 
renewed its credit of £3,000,000 granted by a British 
financial group under the lead of Hambros Bank, Ltd. 

The elimination of the traces of the post-war banking 
crisis is making further progress. In a recent speech the 
Danish Prime Minister referred to the final arrangements 
of the position of the Government guarantee of the 
Landmandsbank’s liabilities. The possibility of raising 
a foreign loan of 200,000,000 kroner for that purpose is 
now under consideration. The liquidators of the Danish 
Andelsbank, which suspended payments in 1925, have 
decided to pay a further dividend of Io per cent. on 
14,000,000 kroner, in addition to the 60 per cent. already 
paid. It is expected that a final 10 per cent. will be paid 
at the conclusion of the liquidation, making a total of 
So per cent. 

Poland and Roumania.—-On January I a number of 
Polish mushroom-banks closed their doors as the result 
of the coming into effect of a decree fixing the minimum 
of banking capital at 1,000,000 zlotys. This was an im- 
portant step in the much-needed stabilization of Polish 
banking. The following are the names of the banks 
which closed down: Central Bank for Commerce, 
Industry, and Agriculture ; Bank Towarowy, S.A.; Bank 
Kujawski, S.A.; Bank Mieszczanstwa Polskiego; Bank 
Centralny; Slaski Bank Tranzytowy; Polski Bank 
Odrodzenia ; and Bank Przemyslowow. 
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M. Burileano has been appointed governor of the 
National Bank of Roumania, in succession to M. Oromolu. 
It is believed that the latter will accept an important 
appointment with one of the leading Roumanian banks. 


Central Bank Reform in Bulgaria.—In order to relieve 
the National Bank of Bulgaria ‘of its mortgage section, a 
mortgage bank with a capital of 10,000,000 gold francs 
will be established. Of the joint stock capital 2,000,000 f. 
will be subscribed by the Banque d’Agriculture, 
1,000,000 f. by the Government, 1,000,000 f. by the 
Union of Bulgarian Insurance Companies, while 
6,000,000 f. will be supplied by British, Swiss, and Dutch 
financial interests. The National Bank will also sell its 
holding in the Banque Internationale, possibly to foreign 
interests. The object of these transactions is to transform 
the National Bank into a central bank proper. 

The Bank of Estonia.—The revision of the statutes of 
the Bank of Estonia, which is now being elaborated, 
follows the same end. A mortgage bank will be esta- 
blished with a capital of about £350,000 to relieve the 
Bank of Estonia of its mortgage department. The 

capital will be supplied by the issue of a loan under the 
auspices of the League of Nations, which will also provide 
£1,000,000 to the Bank of Estonia to enable it to establish 
a gold currency. 


U.S. Bank Mergers.—The year 1926 was marked in 
American banking by a strong revival of the movement 
towards amalgamations. In the earlier part of the year 
the Chase National Bank absorbed the Mechanics and 
Metals National Bank, while in the autumn the Irving 
Bank and Columbia Trust Company amalgamated with 
the American Exchange Pacific National Bank. At the 
end of December the absorption of the International 
Banking Corporation by the National City Bank was 
announced. As the former was a subsidiary of the latter, 
the change was merely a formal one. An amalgamation 
of a similar nature is expected to take place soon. The 
Bank of Italy, of San Francisco, will absorb the banks 
controlled by the same group. Rumours of further 
amalgamations continue to circulate. 
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A Survey of National Finance 
By the Right Hon. William Graham, M.P. 


Chairman of the Public Accounts Committee of the House of Commons 


' , YITH the first day of January, Budget speculation 
assumes definite form. It continues with grow- 
ing emphasis and impressive certainty until the 
Chancellor of the Exchequer annually supplies the general 
correction in the House of Commons. At this stage, 
therefore, it will be very much better to survey the field on 
which the financial programme of 1927-28 must proceed. 
The precise events will then take care ” themselves. 

The abnormal trade conditions of 1926 must be an 
important factor. Compared with 1925 imports showed 
a decrease of nearly £78 million, exports £1214 million, 
and re-exports £284 million ; and when millions in sterling 
are considered, 1925 was _ itself disappointing when 
compared with 1924. Of course, 1926 included a brief 
general strike and a prolonged stoppage in the pen ge 
Britain purchased £43 million worth of foreign coal; i 
sold abroad only a little more than {19 million worth 7 
the same commodity; effective comparison shows that 
in normal times we import a negligible quantity of coal, 
while in 1925 the exports were £504 million. The adverse 
balance in coal of £23 million accounted for a considerable 
part of the 18°75 per cent. decrease in the value of exports 
as compared with 1925; imports were 6°25 per cent. 
lower—a useful illustration of the manner in which 
industrial dislocation has added to oversea disadvantage. 

This heavy loss will make itself apparent in indiv idual 
and general business during the present year and later. 
For 1926 came through many of its troubles in an interest- 
ing way. By that period the great majority of industrial 
and commercial undertakings were settling down in the 
adjustment of post-war finance ; schemes of reconstruction 
added the sacrifice of shareholders to the large contribu- 
tion, measured in unemployment or reduced wages or 
both, already made by millions of workers. During that 
year the number of official bankruptcies in Great Britain 
and Ireland was 4,658, or roughly 500 fewer than in the 
preceding year; deeds of arrangement were 2,496 as 
against 2,710; and in bills of sale there was a slight de- 
crease. In this connection attention has been directed 
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to the change in system which enables companies to 
handle masses of capital and to reduce the risk of collapse ; 
and it may be that that tendency will help to save the 
situation for many undertakings in 1927 which would 
otherwise have found it difficult to meet the problems 
arising from the events of 1926. But for the Chancellor 
of the Exchequer and the revenue, especially with the 
transition to the basis of the year preceding the year of 
assessment, the financial term 1927-28 must make large 
allowance for the recent facts of external and domestic 
trade. The country approaches the Budget with ample 
adverse material. 

Further, the survey of national finance for the first 
nine months of the financial year, to December 31, 1926, 
is definitely discouraging. No special attention need 
be devoted to the paper deficit of £146 million to that 
date, save to remark that it is ominously larger than the 
deficit at the corresponding date a year ago, and that the 
conditions for recovery are now much less favourable. 
Much more important is the ground that remains to be 
overtaken in revenue by the end of March. Customs and 
Excise are running slightly ahead of the figures for last 
year. But this department includes new duties like silk 
and artificial silk, the betting duty, certain new key 
industry and safeguarding duties, the majority of them 
indirect taxes upon consumption, and presumably part 
of Mr. Churchill’s plan for appealing to what may be 
regarded as partly or wholly luxury. Estate duties are 
encouraging ; and notwithstanding the storm of criticism 
which the diversion of £7 million from the assigned 
revenue of the Road Fund provoked the motor industry 
goes ahead, with the confidence that we are still a long 
way from the saturation point so widely discussed in the 
United States. Industrial depression has not so far upset 
the Post Office figures, which in this connection are 
always a debatable inclusion; and payment of the 
instalments under the Allied debt arrangements already 
completed has brought some relief. So far matters are 
satisfactory. 

The revenue danger lies mainly in the position of 
income tax, super tax, excess profits duty and what 
remains of the now abolished corporations profits tax. 
Within recent years the arrears of excess profits duty 
have been put as high as £160 million, but the Treasury 
has always insisted (mainly because of the concessions 
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in post-war legislation) that only a small fraction 
of that sum will be realized. In the present financial 
year {2 million was the estimated yield; so far nothing 
appears to have been received in net collection. Cor- 
poration profits tax arrears were calculated to bring 
£64 million; with only one-quarter of the financial year 
to go, much less than one-half of this total has been 
realized. But income tax and super tax together are 
at least £30 million behind the figures for the corre- 
sponding period of 1925-26. The aggregate estimated 
yield for the present financial year was £319 million; 
at the end of December only £128 million in all had been 
obtained. By far the larger part of this class of revenue 
is received in the last quarter of the financial year; and 
if times had been normal enthusiasts would now have 
studied the impressive weekly response. Times are not 
normal; much of the difficulty of 1926 will be expressed 
in practical form before March 31; industrial dislocation 
is believed to have upset the work of the Inland Revenue 
authorities to a considerable extent; and even the most 
determined optimists have prepared themselves for a 
substantial deficit. This will, in fact, be the main 
ingredient in the large general deficit with which 
the Chancellor of the Exchequer is confronted. Nor is 
there the slightest hope of assistance from expenditure. 
At the end of the financial year in 1926 the actual expen- 
diture was £826 million, which was £26 million above the 
Budget estimate ; for 1926-27 the estimated expenditure 
was £824? million, a figure which will certainly be ex- 
ceeded. Supplementary estimates have already added 
several millions to the revised Treasury statement last 
July, which indicated even then a deficit of rather less than 
a million; and if the outlay to date is strictly read it 
should include several additional millions which should 
have gone to sinking fund to keep in line with previous 
practice, but have not been so allocated. As a large 
consumer of commodities the Government cannot rely 
on any fall in prices before the end of March. If trade 
recovery begins prices may harden a little, in which case 
the periods of existing contracts will be the chief hope. 
For a variety of reasons expenditure is beating the Govern- 
ment; and rumour has it that the reductions in the 
Estimates for the coming year will fall very short of 
recent expectation. 

To these preliminary facts certain general observations 
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may be added. A substantial deficit will definitely 
exclude the possibility of a reduction in aggregate taxation. 
The simple choice in current debate is raid of the sinking 
fund or sixpence on the income tax, which would produce 
rather more than £30 million and save the situation. 
But having regard to the condition of industry it may be 
assumed that the Government will make the most deter- 
mined effort to find another solution; and all that need 
be suggested at the moment is further exploration of the 
luxury and quasi-luxury field. Future action may be 
assisted by the statistics of the betting duty; and if 
another commodity like silk can be discovered its pur- 
chasers may be compulsorily enrolled among the millions 
who financially serve their day and generation. A year 
ago Sir Alfred Mond took an easy view of the sinking 
fund. Who can legitimately subscribe to that doctrine 
to-day? The dead-weight debt is actually higher than it 
was in IgIg, notwithstanding all the payments from 
Budget surplus and fixed provision ; the latest conversion 
scheme, covering at least {265 million, effects an interest- 
saving of something less than {500,000 a year when the 
annual interest, apart from sinking fund, runs off with 
£300 million! If that is the best that can be done for 
the taxpayers in the early part of 1927 much anxiety 
will surround the conversion of approximately {800- 
£900 million before 1930, with further important blocks 
of debt falling due for treatment in the period immediately 
beyond that date. So far from slacking off in sinking 
fund provision the position of the debt demands the most 
resolute action to strengthen British credit. For 
the debt is, so to speak, worse than static; and the 
£350-£360 million which its service and redemption 
impose on every Budget at the present day form a 
stubborn element which in effect determines effort in 
much that remains in national finance. 

The position immediately antecedent to the Budget 
of 1927 is therefore one of exceptional difficulty. Mean- 
while, a recovering, more enlightened, more efficient 
industry, with maximum human co-operation, will do 
much to broaden and strengthen the back on which this 
burden must be placed; and all classes of the people 
would be well advised, if on no ground higher than their 
own interest, to restrict expenditure on acknowledged 
luxury, or on forms of satisfaction which are nationally 
and personally unremunerative. 
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Samuel Rogers—The Banker who 
Refused the Poet-Laureateship 
By R. H. Mottram 


with their columns of chairmen’s speeches before 

meetings of shareholders, to the “Pleasures of 
Memory” of old Samuel Rogers, the banker poet ? It 
should not do so. Those effusions that commence “My 
Lords, Ladies and Gentlemen” are, in a queer way, 
descendants of the dignified neo-classic verse, and arti- 
ficially “‘sublime” atmosphere of the old nonconformist 
dilettante. True, he did not write, and collect, and talk 
with so oppressive a weight of public responsibility hanging 
upon his utterances. But he had—he and his generation 
may almost be said to have created—that impartial calm 
which has been the distinguishing mark of English 
banking since his time, and which still divides it from 
other and newer systems more involved with state regu- 
lation and political expediency. When he was made a 
partner in Welch and Rogers, of 3 Freeman’s Court, 
Cornhill, where he used to dine with Mr. Olding, the 
invalid partner who lived over the shop, British banking 
was threatened with Napoleonic invasion, in addition to 
its own inherent weaknesses. When he died in 1855 it 
had only one more crisis to survive—a crisis which, 
supervening upon the amalgamation of his firm with 
newer and less solid institutions, brought that firm down 
to its end. It almost looks as if his character and ability 
had been too closely identified with the bank to allow 
the old business to survive him. Difficult, indeed, it is 
to define that special quality of which he is so typical, 
and which he shares so widely with his peers, the __ kers 
of the great edifice of British credit. Anyone uninterested 
in him and his kind may well be forgiven for putting 
down the account of his life with the remark ‘“Un- 
eventful.”” It was. But the astounding nature of its 
uneventfulness is only clearly seen when we place it 
against the background of history contemporary to it. 


Dive it seem far from the newspapers of the hour, 
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Samuel Rogers was born in 1763. In 1792, of all years 
in the calendar, he published his first, most considerable, 
and most remembered work, a rambling, reminiscent, 
aspiring poem in classic verse, entitled “The Pleasures 
of Memory.’”’ Let the poverty-seared Tom Paine ride 
upon the whirlwind of two revolutions, and just escape 
extinction in his utter failure to rouse his countrymen 
to a third! Samuel moves quietly about his circle of 
rich Unitarian and Quaker bourgeois, and equally his 
other circle of wealthy landowning and politico-mongering 
titled seigneurs, his eyes upon a romantic past which is 
not there, and never was anywhere. In 1800, during 
that awful pause in a third of a century of world wars, 
he had been made a partner, and moved his residence 
from the dissolving parental home in rustic Newington 
to St. James’s Place, Westminster, where he lived fifty-five 
years, and died. Of all that great upheaval of Europe 
that rolled armies from the gates of Paris to those of 
Moscow and Lisbon, and back again to those of Paris, the 
most striking event to him was the closing and sealing of 
the doors of the churches in revolutionary France, because 
the priests were still suspect in their loyalty to the Etre 
Supréme. Not that Samuel held religion to be the 
anodyne of the people. Nor, just as surely, because he 
believed the contrary. No. He wanted to look at 
French churches as curiosities, to enthuse over their 
architecture, carving and glass, to feel pious in their 
still, musical, censer-dimmed air, and to record them in 
his impressions for the benefit of those delightful break- 
fasts of his, where wit (Sheridan) was matched by worth 
(Conservation Sharpe) and position (Lord Castlereagh) 
by beauty (Lady Hamilton). So on he went, through all 
that period when another generation of Englishmen 
before ours marvelled that peace could be so much worse 
than war, throughout all the long agony of reform, until 
at last, under the young queen (born when he was past 
middle life, and come by such a set of coincidences to 
rule over an empire so miraculously enlarged at the 
expense of everyone else’s) he was able to see, by the aid 
of her German consort, the opening of that great exhibi- 
tion that was to end war, encourage thrift, call up a 
millennium from behind the twin towers (or chimneys) 
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of Manchester and Potsdam. Perhaps it was as well 
that he was spared the rest—the growing materialism 
and doubt, that so curiously seemed to emanate from 
public education and the ballot box—the decade of the 
nineties, with war in every continent except the Anti- 
podes, until, with 1914, life should swing full circle back 
to those days he remembered. 

But, on second thoughts, would he have minded ? 
Would the calm that 1792 and 1815 could not ruffle have 
been broken by 1914-18 ? One wonders. 

Part of the mental stoicism he exhibited may be 
traced to the extraordinary length and breadth of his 
life. Its length reached from those early days when he 
had seen the heads of the rebels rotting until they fell 
from the pikes on Temple Bar. Its breadth reached 
from work as a clerk, before being made a partner in the 
bank, to the constant writing of poetry. He had Pope 
and Gray for his models. The new Lake School and he, 
naturally, never coalesced. He says himself that he was 
most influenced by unforgetable Milton and _ utterly 
forgotten Crowe. One can only reflect that he seems to 
have profited little by the former, while the latter could 
profit him nothing. 

Again, his friends embraced poor actors, and also 
Pitt, Fox, Dr. Enfield, Porson, Lady Salisbury, Horne 
Tooke. If he had coolnesses in the morning for Byron 
and Durham, he never had for Sheridan. 

What sort of a man can he have been, who did so 
little that one can call active creation, and did it so 
solidly, and with such results ? Descent and environment 
count for something, and certainly seem to supply a clue. 
Rogers was one of those middle types that seem to derive 
from the various opposing strains that go to make up the 
essential Englishman. His father came from Stourbridge, 
where the family had been one that drank to King and 
Church in deep potations. As if deliberately to counter- 
balance this, Rogers’s father moved to London and 
married into the new dissenting sort whose quiet negative 
virtue was placing them in command of so much money. 
So that he was at once Midland and Cockney, Tory and 
Whig, learned and evangelical. As time passed on, and 
he grew to wealthy maturity, it is rot, therefore, 






































LS Le aa St. oa 









en on 





SAMUEL ROGERS 161 


wonderful that he adjured youth to “Scorn the false 
lustre of licentious thought,” but greatly admired Lady 
Hamilton in her poses; that he was a friend of the people, 
and particularly stirred by anything the people achieved 
out of England, but never ceased to live in the quiet 
comfort of an aristocratic circle. 

Some indications we have that lead more directly to 
the man’s career. He studied De Burgh’s “ Treatise on 
the Dignity of Human Nature ’”’ when young, and it seems 
to have made an indelible impression. For such an 
education can be carried anywhere. Convinced by such 
a text, the most divergent views can be made to syn- 
chronize, and no man need be an enemy, nor any woman 
either, though, whether from feeble health, shyness, or 
mere chance, his commerce with the female sex appears 
to have been slight. 

Shyness, and an indifferent, or, at least, late developing 
physical substratum certainly marked his life. A great 
admirer of Dr. Johnson, he and a young associate once 
placed their hands on the portentous knocker of the 
sage’s door and—took them off again. Shyness may be 
a defect. Appropriate shyness is something more than 
a virtue. It almost amounts to genius. If those callow 
young men had roused the old lion from his lair, what might 
he not have said to them? Something about being 
“of no account!” it must be feared. And there, as not 
seldom elsewhere, the great man would have been wrong. 
Weighing the explosive wisdom of the one against the 
lifetime of laborious application and cumulative culture 
of the other, which has done most for England ? Who 
will say the former ? 

His shyness showed itself as an admirable quality 
later in his life, when it became a most becoming modesty. 
How can we fail to admire the man who, offered the 
Laureateship, declined it in favour of unknown Tenny- 
son, already appreciated by him. This is rather sup- 
ported by his occasionally advanced views—he was a 
witness at Stone’s trial for treason—and his sensibility 
shown by his saying that London (in his old age) seemed 
like a cemetery. The houses where he had enjoyed 
the congenial society of those now dead were inhabited 


by strangers. 
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Samuel Rogers’s bank is gone, and gone his banking. 
What he might have made of an England in which some- 
thing like every fifth person has banking transactions, an 
England fed from overseas, and finding capital for half 
the earth, cannot be conjectured. Probably not much. 
Most likely he would have taken it all much as he took 
his own day’s slower development, and immeasurably 
more pedestrian pace of life. But it is because of immense 
material change that his life’s work in the bank is so 
obscure, so buried in the foundations of modern England. 
Much the same influences have removed his poetry from 
our ken. Yet its stilted imagery is always graceful, 
its lines fluent and correct. Can many a Georgian 
say asmuch? The man who could write : 


Hence away, nor dare intrude 
In this secret, shadowy cell, 
Musing Memory loves to dwell 
With her sister Solitude 
deserves to be copied rather than to be forgotten. And 
his phraseology, his Orb of Day, his Mysterious Guide, 
are, at worst, but fashions. Where will our fashions be 
when seventy vears have lichened our tombstones, and 
matured our grandchildren? Shall we not seem beside 
him a hurried, febrile lot, fatalistic and shallow ? 

There seems to be considerable difference of opinion 
as to his contact with his fellow-creatures. Was he really 
difficult of access—meéfiant, the French would say—or was 
he merely armoured, as any man with money to lend 
must needs be? Or was it his shyness? He was not 
ungenerous, for we know that when the erratic star of 
Sheridan was obscured in mists of debt, the appeal was 
made to Rogers: “They are putting the carpets out of 
the window, and will break in the door. Pray come and 
see me.’’ Rogers responded with a cheque for £150 that 
cleared the atmosphere. One would hope that amiability 
was the complement of a taste at once wide and catholic. 
He seems to have discovered the value of Stothard and 
Flaxman, and used their abilities for the decoration of 
his house. When requiring a cabinet to house his growing 
omnivorous collection he sent for a cabinet-maker, who 
came and did what was necessary—a man, Chantrey by 
name. This was, of course, luck ; but what is luck but the 
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concentration by coincidence of long-prepared fitness ? 
If Chantrey had not been what he was, would Rogers 
have used him? If Rogers had not been what he was, 
would he have asked for Chantrey? This, then, was the 
man who presided in the old private bank and wrote “The 
Pleasures of Memory.” One incident of his old age, 
strange and fortuitous, bears singular testimony to the 
man he had been, the type of life and thought he had fixed 
in England. On a November Sunday of the forties, 
profiting by the helplessness of Mr. Olding, thieves 
entered the bank, forced the strong-room and decamped 
with a very large quantity of notes, many of big denomi- 
nations. The hue and cry was raised without avail, 
and then sometime later the notes were returned to the 
bank from some source unknown. The fact was, of 
course, that they could not be disposed of. To such a 
pitch, even at that date, had the records of credit esta- 
blishments been brought, that all those promises to pay 
were useless in the hands that had no right to them. 

It is a truism to say that where there is no past there 
can be no future. Continuity is lacking, and without 
continuity life is a mere series of disconnected incidents. 
Samuel Rogers represents the Past of English banking. 
He built solidly and well. That is why we have what we 
have, and hope for even better. Well, indeed, may the 
shy literary financier have called his principal work 
“The Pleasures of Memory.” 
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By William 
f ky are really four classes of 


bank doing business in and 

with India: the exchange 
banks, the Imperial Bank of India, 
the Indian joint-stock banks, and a 
miscellaneous group of native bankers 
and brokers. The business of the last 
three classes is mainly concerned with 
the interior trade—finance and bank- 
ing of India—and their operations are 
confined mainly to native banking. 
Then, there are a few British firms of 
very old-standing—half bankers, half 
merchants, or, as some put it, a cross 
between the two, and these, as well as 
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the Indian joint-stock banks, are not 
confined to India for their exchange 
dealings. The native bankers, too, 
are not averse from entering into 
exchange operations outside India 
when it suits their book, but. the 
extent of their business in this direc- 
tion cannot be very well gauged. 

The Imperial Bank of India is the 
outcome of an important development 
in Indian banking : it was formed as 
the result of an amalgamation of the 
three Presidency banks, the Bank of 
Bengal, the Bank of Bombay, and the 
Bank of Madras. These banks, under 


N 








































































164 


an Act passed by the Indian Legis- 
lative Council in 1920 were amal- 
gamated on January 27, 1921, from 
which date business has been con- 
ducted under the title of the Imperial 
Bank of India. Under their former 
regime the old Presidency banks’ 
operations were very restricted : they 
were regarded as semi-official institu- 
tions and were essentially ‘‘ bankers’ 
banks.” Under the Presidency 
Banks Act of 1876 they were pre- 
cluded from doing foreign exchange 
business, and from borrowing or 
taking deposits payable outside India. 
They were not permitted to make 
loans for longer periods than six 
months, or to advance upon mortgage, 
or on immovable property, or upon 
promissory notes bearing less than 
two independent names, or upon 
goods, unless the goods or the titles 
to them were deposited with the 
banks as security. 

Under the constitution of the new 
Imperial Bank of India these dis- 
abilities are to a large extent removed ; 
the bank is empowered to do most of 
the business which the former Presi- 
dency banks were prohibited from 
doing. The bank acts for the 
Government, and is permitted to have 
an office in London, and to re-discount 
bills for the exchange banks and other 
banks. It is not a competitor with 
the other exchange banks for purely 
exchange business. 

As a nation, India is notoriously 
short of banks, and to remedy this 
defect, the Imperial Bank of India 
agreed with the Government to es- 
tablish and to maintain within five 
years not fewer than 100 new branches, 
a minimum of one-fourth of which 
to be opened at such places as 
the Government might consider 
desirable. 

The bank has fulfilled its pledge, 
and further developments are ex- 
pected, since the Indian Currency 
Committee of 1926 made various 
proposals for encouraging banking. 
“Tt does not fall within our terms 
of reference,” the Committee said, 
“ to suggest in detail all the measures 
which may be taken to this end; but 
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since the smooth working of a system 
of currency cannot but be impeded 
by the existence of large stores of 
currency in the hoards, it is proper 
for us to urge, and we do urge em- 
phatically, that nothing should be left 
undone which will tend to facilitate 
and encourage banking progress in 
India.”’ 

The Committee were impressed by 
the great and growing activities of the 
Imperial Bank in the direction of the 
extension of up-country banking, 
and they laid emphasis on the need 
for the provision and extension of 
cheap facilities to the public, including 
banks and bankers, for internal 
remittance. 

The suggested measure which they 
were of opinion would be likely to be 
particularly fruitful, was the abolition 
of the present stamp duty on cheques. 
The charge is an obstacle in’ the way 
of the development of banking in the 
country, and, as the Committee say, 
it probably tends to restrain many 
people from opening current accounts 
and so making payment by cheque 
instead of cash. 

A similar duty was at one time in 
force in the United States of America. 
It was found to be an unsatisfactory 
restraint upon the use of cheques 
and upon economy in the use of 
currency, and was abandoned. The 
abolition of the duty in India would 
hold out some prospect of a ready 
and wide adoption in the bazaars of 
cheques as a means of payment. This 
would be an appreciable step forward 
in the development of banking, ee 
might well prove an important fa¢tor 
in bringing about a profound and still 
more widespread change in the eco- 
nomic habits of the masses. 

The exchange banks are principally 
branches of the largest Colonial and 
foreign banks, and they carry on the 
finance of the Indian export trade 
as an offshoot to their operations in 
the Far East and elsewhere; but, 
although they have a virtual monopoly 
of the business, the banks at times 
compete very keenly with one another 
for whatever is offering. 

Exchange banking always calls for 
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large funds, and none of the banks 
has fixed capital large enough to 
enable it to finance even the trade of 
India, which, as ‘we have seen, runs 
into very large figures; recourse is 
had, therefore, to borrowed capital. 
All the banks accept deposits, on 
current account or fixed, for which 
they pay varying rates of interest at 
home: but, even with these additional 
funds, their means are insufficient, 
consequently good rates of interest 
are offered for Indian deposits, which 
go to swell the total employed in 
trade finance. 

The Marwari, or native bankers, are 
principally concerned with the financ- 
ing of the inland trade of India ; 
they, so to speak, take their quota 
of profit before the exchange banks 
come on the scene. Branches of the 
European exchange banks are found 
mainly at the ports:: the Marwari 
bankers operate in the interior, so it 
is they who finance the crops from 
the interior to the ports where the 
European banks then take over the 
export finance. The Marwaris are 
well known to the exchange banks, 
who make them advances, or fix 
exchange contracts with them from 
time to time. In brief, it is the 
Marwaris’ business to raise funds 
from the exchange banks on security, 
and to’ utilize those funds in the 
finance of imports and exports to 
and from the interior. In fine, the 
Marwari is the middleman in Indian 
trade finance. 

Generally speaking, there are two 
sides to the business: the financing 
of the exports from this country to 
India, and the financing of the Indian 
imports into Great Britain. 

We will take our own exports first, 
that is, the Indian imports. 

The exporter obtains payment for 
his produce in one of several ways. 
He may draw a bill on the Indian 
importer and send it direct to India 
for collection, or he may, if he is a 
person of good standing and repute, 
sell the bill to an exchange bank in 
London; but, in the latter case, 
especially where there is a series of 
transactions to be financed, it is 
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preferable to work under one or other 
of the various forms of credit issued 
by the banks. Probably the most 
popular form of credit is that known 
as a Documentary Credit, which is 
merely an authorization by an im- 
porter to a banker to make certain 
advances to the exporter, on the joint 
responsibility of importer and ex- 
porter, on presentation to the bank 
of bills of exchange and complete 
shipping documents. Nevertheless, 
it is the banker who usually “‘ advises” 
this credit to the shipper. 

Limits of space preclude our going 
into the relative merits of the many 
forms of credit in existence : these are 
fully explained in the author’s works— 
“Foreign Exchange and Foreign Bills”’ 
and “ Bankers’ Credits”; but it 
might be well to point out here that 
Indian and Eastern business is some- 
times financed by the exchange 
bankers themselves giving their accept- 
ance in London to bills drawn on 
them by the exporter, and for the sake 
of clearness we will presently refer to 
the difference between the two forms 
of finance. 

When a bill is sent through a bank 
for collection, it may be drawn 
practically how the exporter likes: 
the banker does not part with his 
money until the bill has been duly 
honoured and paid, consequently he 
suffers no pecuniary loss, .whatever 
be the ultimate fate of the bill. 
Instructions may be given for the 
bank to collect all charges, but the 
drawer should remember that he is 
called upon to pay the _ banker’s 
commission for collection if the bill 
is not honoured. Bills sent for 
collection to India are subject to a 
commission of } per cent., and there 
is a charge of 2s. for postage made on 
all bills under f100, though the 
tendency nowadays is to drop’ the 
postage charge. 

Of course, bills whether drawn 
under a credit or not may be “ clean,” 
that is, unaccompanied by documents 
in any shape or form ; but as a rule, 
unless the shippers are a very well- 
known firm, it is preferable for docu- 
ments to be attached to a bill as 
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evidence that the bill relates to the 
goods against which it is drawn. 

These Indian import bills, whether 
under documentary credits or other- 
wise, are usually drawn on India at 
three months’ sight: there is also a 
fair proportion of four months’ paper 
drawn, but not many six months’ 
bills are taken: and whenever the 
bankers buy or advance against such 
bills it is customary for the drawers 
to include in them an interest clause, 
which has the effect of making the bill 
bear interest at the agreed rate from 
its date until the approximate date 
the proceeds reach London. Interest 
bills are in sterling, but they are 
payable at the place of acceptance in 
India in rupees, and the rate of 
exchange for conversion into this 
currency, as settled with the exchange 
bank there, may be either the rate for 
telegraphic transfers or that for 
demand bills on London. Scme bills 
are drawn with the clause ‘ payable 
at the A B Bank’s drawing rate for 
demand bills on London,” while 
others state ‘payable at the A B 
Bank’s rate for demand bills or 
telegraphic transfers on London,” 
and sometimes the remittance is made 
at the one rate and sometimes at the 
other ; it is just a matter for settlement 
between the bank in India and the 
drawee, the latter generally en- 
deavouring to avail himself of the 
best rate obtainable. If no rate has 
been arranged with the bank, the rate 
charged will be that fixed by the 
exchange banks in India from day 
to day. 

Interest is usually collected from 
the Indian acceptor for the estimated 
period the bank in London is out 
of its money, and, if the bill is paid 
before maturity, interest is adjusted 
accordingly. It occasionally happens 
that the drawer himself arranges to 
pay the interest, in which case the 
London branch of the bank will 
claim on him in due course on hearing 
from its Indian agent the actual 
period for which the advance was 
carried. It is difficult to say why 
some Indian acceptors willingly ac- 
quiesce in the interest charged on 
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interest bills, while others refuse to 
pay it. The reason, according to 
some bankers, is to be found in the 
rules of the different castes; but of 
one thing we may be certain, the 
drawer on this side is not the loser, 
and where he pays the interest himself 
he doubtless recoups himself in the 
price he charges for the goods, so it 
comes to the same thing in the end. 

In London, when bills are paid 
before maturity, it is the custom to 
allow a rebate of 4 per cent. per 
annum above the London joint stock 
banks’ advertised rate of interest 
for short deposits; in India, the rule 
is to allow the current rate of rebate 
as fixed by the exchange banks 
themselves. 

Shipping documents may be sur- 
rendered either on acceptance or on 
payment, according to the instructions 
given by the drawers of the bills ; and 
in cases where the relative documents 
of title to the goods are not delivered 
until the bill is paid, the banks land 
and store the goods, and take a‘ steps 
necessary for the protection of the 
drawer’s interest until such time as 
the acceptor is ready to take up the 
bill. In some cases the acceptor is 
permitted to store the goods in his 
own “ go-down”’ (an Eastern name 
for a warehouse), under the close 
supervision of the bank’s officials. 

The possibility of getting shipments 
to India financed by means of London 
bankers’ acceptances depends on the 
standing of a firm, as, obviously, 
bankers will not lend their names to 
bills of any but first-class firms, and 
the decision as to whether the banker 
shall enable the shipper to obtain 
payment for his produce by advancing 
funds aga nst interest bills drawn on 
the Indian importer, or by accepting 
the bills the shipper draws on the 
bank, naturally rests with the banker. 

In the ordinary course, the latter 
class of finance is cheaper only when 
money is easy and plentiful in London ; 
with a high discount rate, it is no 
advantage to a merchant to obtain 
the banker’s acceptance to a bill and 
then to sell it under discount on the 
market. 
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N est surpris 4 ]’étranger de la 
QO brusque modification qui parait 
étre survenue dans la situation 
financiére de la France. Comment, en 
l’espace de quelques mois, un change- 
ment, qui semble considérable, s’est-il 
produit ? Comment la sérénité des 
mois de Décembre 1926 et Janvier 1927 
a-t-elle succédé aux angoisses des mois 
de Juin et Juillet derniers ? 

Quelque surprenant que cela puisse 
paraitre, cette soudaine évolution 
procéde simplement de causes psycho- 
logiques et politiques. N’en deé- 
plaise aux adeptes de la théorie quan- 
titative qui soutiennent que la hausse 
ou la baisse d’une devise est liée a la 
diminution ou a Il’accroissement de la 
monnaie de papier, le cours du franc 
s'est élevé dans une mesure fort 
notable entre Aoit 1926 et ces jours, 
sans qu'il ait été retiré un seul billet 
de la circulation. Les faits infligent 
un semblable démenti a ceux qui 
voient une corrélation entre la valeur 
de la monnaie et l’importance de la 
dette publique. Contrairement a ce 
qu’on serait tenté de croire, il y a eu 
augmentation et augmentation appré- 
ciable—non réduction—des engage- 
ments de ]’Etat Francais pendant ces 
cinq derniers mois (nous le montre- 
rons). Cependant le franca monté.. . 

Comment expliquer? D’ou vient, 
au reste, l’amélioration générale que 
chacun proclame? Est-elle réelle ? 
Le cas échéant, quelle en est la 
qualité, la nature? L/’avenir 
enfin ? 

* * * 

Pour exposer avec clarté, il nous 
faut reprendre les faits d’un peu loin. 
Ce nous sera d’ailleurs une occasion 
de montrer comme les peuples—les 
latins plus que tous autres peut-étre— 
subissent des impulsions singuliéres, 
souvent contradictoires, passent par 
des alternatives d’exaltation et de 
dépression dont on ne peut sans doute 
songer a les corriger mais dont-il est 
facheux qu’elles puissent se réflechir 
sur leur monnaie. 

C’est au commencement de 1924 
que se produisit la premiére poussée 
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sur le cours du franc. En quelques 
semaines la valeur de la livre sterling 
passa de 70 frs environ a 124 frs_ ou 
125 frs. Coup de spéculation alle- 
mande, autrichienne, etc. . . . qui fut 
brisé par une contre-attaque de la 
finance francaise! Soit! Mais le 
coup ne put se produire et réussir 
pendant quelque temps que parce que 
l’opinion mondiale était troublée par 
la politique incertaine de M. Poincaré. 
La téméraire entreprise de l’occupa- 
tion de la Ruhr (si nous disions toute 
notre pensée, c’est une autre épithéte 
que celle de ‘“‘téméraire” que nous 
écririons) aurait tourné a l’avantage de 
homme d’Etat francais, précieuse- 
ment servi par les fautes incroyables 
de ses adversaires, s'il avait su se 
décider 4 temps, si, par ses atermoie- 
ments, il n’avait pas perdu le bénéfice 
inespéré qu’il pouvait recueillir, ce- 
pendant que le mystére, dont, jus- 
qu’au bout, s’enveloppa sa politique, 
répandait l’inquiétude en France et a 
l’extérieur. 

Peut-étre—soit dit en passant—y 
a-t-il lieu d’appréhender que la politi- 
que financiére de 1926-1927 ne soit 
empreinte des mémes hésitations, des 
mémes tergiversations que la politique 
de la Ruhr. 

Quoi qu’il en soit, la premiére alerte 
fut de courte durée. 

Il n’en fut pas de méme de la 
seconde ! 

Celle-ci survint en 1925. Elle com- 
men¢a vers la fin du Ministére Herriot. 
Le Trésor avait, pendant la guerre et 
l’aprés guerre, contracté une dette 
considérable sous forme de Bons, 
autrement dit d’engagements a court 
terme. Le renouvellement de ces 
effets était, pour lui, nécessité impéri- 
euse. L’émotion causée par l’apreté 
des batailles politiques de 1l’époque 
détermina des retraits de fonds, des 
non-renouvellements pour mieux dire 
qui prirent des proportions inquié¢- 
tantes. Le mouvement fut d’autant 
plus difficile 4 contenir que des fautes 
lourdes commises par plusieurs gou- 
vernements successifs se laissant aller 
a tolérer des altérations dans les 
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écritures de la Banque de France— 
fautes qui furent révélées tout & coup 
en Avril 1925—é€murent profondé- 
ment et a juste titre l’opinion pub- 
lique. 

On eut raison cependant de la 
panique qui commengait puisque le 
cours de la livre ne s’éleva guére au 
dessus de 100 frs. pendant les mois qui 
suivirent la disparition du Ministére 
Herriot. 

Ce n’est qu’en Octobre 1925 quand 
il apparut qu'une nouvelle crise minis- 
térielle était a l’horizon que la baisse 
du franc reprit. 

Les hésitations de la Chambre des 
Députeés, les résistances qu’elle opposa 
aux divers Ministres des Finances, 
dont elle se débarrassa impitoyable- 
ment parce qu'ils réclamaient des 
augmentations d'’impéts indispens- 
ables 4 Il’équilibre budgétaire, pro- 
duisirent l’effet le plus facheux. Sans 
doute, pendant quelques mois, le 
cours de la livre se maintint-il entre 
125 frs. et 140 frs. mais, brusquement, 
en Mai 1926, la baisse du franc s’ac- 
centua. La dégringolade marcha a pas 
de géant. 

Quand le Ministére qu’on a dé- 
nommé le Ministére Briand-Caillaux 
se forma, la livre valait dans les 
180 frs. 

Qu’on ne dise pas que cette chute 
de notre monnaie fat due a ce qu’on 
appelle “Tl’inflation”! Depuis des 
mois il n’avait pas été imprimé de 
nouveaux billets de banque! Qu’on 
ne l’attribue pas davantage au mau- 
vais état de nos budgets! Bon gré, 
mal gré, le Parlement avait consenti 
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des impéts qui assuraient au budget 
de l'année en cours un équilibre ignoré 
depuis 1914, depuis l’époque ou, selon 
le mot d’un économiste scandinave, 
“les finances de la France étaient 
citées en modéle.”’ 

Pas d’autres raisons a cette déban- 
dade de notre monnaie que les causes 
politiques et psychologiques notées 
quelques lignes plus haut. ‘ Nous 
avons la majorité du suffrage universel 
pour nous, radicaux et socialistes, me 
disait un député socialiste au lende- 
main des élections du 1r Mai 1924. 
Mais, ce qui rend notre situation 
délicate c‘est que la majorité des por- 
teurs de Bons du Trésor nous est 
hostile.” Observation infiniment juste 
qu’auraient du s’approprier tous ceux 
qui directement ou _ indirectement 
participérent au Gouvernement! Il 
fallait s’acharner 4 montrer au pays 
que la restauration financiére était et 
serait poursuivie hors de toutes pré- 
occupations de parti. II ne fallait pas 
jeter des formules, a demi accueilliés 
par certains gouvernements et de 
nature a alarmer les intéréts. Surtout, 
il importait de ne pas “hésitailler” 
devant les résolutions 4 prendre, de 
ne pas dire un jour “oui,” le lende- 
main “non,” de ne pas faire tomber 
les Ministres des Finances les uns sur 
les autres comme capucins de carte. 

On fut longtemps, dans les milieux 
politiques, 4 fermer les yeux et les 
oreilles. . . . 

Lorsque le Ministére constitué a 
la fin de Juin 1926 apporta un pro- 
gramme de _ restauration financiére 
longuement étudié par des experts et 
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dont la clé de voute était la stabilisa- 
tion de la monnaie, la Chambre se 
montra réfractaire. Elle n’accorda 
sa confiance qu’au compte-gouttes. 
Quand le nouveau Gouvernement lui 
demanda les pleins pouvoirs indispen- 
sables pour faire sortir le char de 
l’orniére ou il s’embourbait, elle refusa 
net, cédant aux objurgations de 
M. Herriot. 

Mais alors se produisit ce a quoi nul 
ne sattendait: une explosion de 
l’opinion publique. La Bourse s’affola. 
Le cours de la livre s’éleva un jour 
jusqu’a 246 frs. Le lendemain, il est 
vrai, on revenait a des chiffres moins 
déraisonnables, mais c’était parce que 
l’on acquérait la certitude de la chute 
immédiate du nouveau ministére que 
préparait M. Herriot. Cela ne fut 
encore rien. Quand le Gouvernement 
de M. Herriot se présenta devant la 
Chambre, il rencontra une vague de 
fureur qui s’exprima violemment aux 
abords du Palais-Bourbon, contre 
ceux qui l’occupaient. 

Alors, tout changea comme par 
enchantement. 

En un tournemain 1’Assemblée 
modifia son réglement intérieur de facon 
a discipliner sévérement ses débats. 

En un tournemain elle accorda au 
nouveau gouvernement que M. Poin- 
caré, battu a plates coutures deux ans 
plus t6t dans les comices électoraux, 
recut mission de former en rem- 
placement du ministére mort-né de 
M. Herriot, tout ce qu'il demandait : 
des taxes considérables—l institution 
d'une caisse d’amortissement—la 
faculté, refusée quelques jours au- 
paravant, d’opérer des réformes par 
décrets-loi. 

Aussitét que le pays efit constaté ce 
retour a la sagesse de ses représen- 
tants, il suivit. 

A une défiance excessive succéda 
une confiance béate. 

Les porteurs de Bons du Trésor 
cessérent de réclamer le rembourse- 
ment de leurs fonds. L’argent afflua 
dans les caisses du Trésor au lieu de 
les déserter. 

Le cours du franc fut plus long a 
s'améliorer. A la fin de Juillet 1926, 
la livre oscillait entre 180 frs et 
190 frs, (Les cours supérieurs dont on 





fait bruyamment et fréquemment état 
dans la presse conservatrice ne furent 
qu’accidents tout a fait passagers, 
flambées d’alarme pendant deux ou 
trois jours.) Le 15 Octobre la livre 
sterling était encore a plus de 170 frs. 

Mais, le congrés du parti radical qui 
eut lieu a cette époque a Bordeaux, 
donnant un haut exemple d’abnéga- 
tion patriotique dont d’autres partis 
auraient pu et du s’inspirer et qui leur 
sera en tous cas rappelé dans I’avenir, 
proclama son intention formelle de 
seconder, non de contrecarrer, le 
ministére. 

Dés lors, la vie du nouveau Gou- 
vernement parut assurée. Dés lors, 
la spéculation internationale s’orienta 
vers la hausse du franc. Sous l’égide 
d’une maison d’Amsterdam dont 
chacun sait le nom, des hommes 
d'affaires de diverses nationalités se 
prirent a acheter notre monnaie. Les 
industriels et les commercants fran- 
Cais, qui, jusque 1a, conservaient soi- 
gneusement, de crainte d’une nouvelle 
baisse du franc, les devises appréciées 
que leurs exportations leur procu- 
raient, voyant le phénoméne contraire 
se préparer, s’empressérent d’échanger 
leurs livres ou leurs dollars contre des 
francs. 

En quelques mois le cours de la 
livre descendit de 170 frs. a 120 frs. 
La hausse du franc ne se serait pas 
arrétée en si beau chemin—un Direc- 
teur de Société de Crédit avancait 
ces jours que la valeur de la livre 
serait tombée a des chiffres que je 
n’ose citer—si la Banque de France, 
sur l'invitation du Gouvernement, 
n’avait organisé un tir de barrage 
autour du cours de 122 frs. 

Pourquoi cette initiative gouverne- 
mentale ? d’oi vient qu'elle se soit 
produite 4 cette époque seulement ? 
Quelle en est la portée ? 

A ces questions que je pose ici 
pour jalonner mon exposé, je répon- 
drai plus loin. 

Il me suffit de retenir pour le 
moment que la récente hausse du franc 
est uniquement dte au libre jeu des 
facteurs psychologiques et politiques. 

* bd * 





Il serait cependant injuste de 
(Continu en page 174.) 
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WESTMINSTER BANK LIMITED 


BALANCE SHEET, 







LIABILITIES 


Capital— £ s. d. 
Authorized P ibn ane sii -. £33,000,000 








1,414,148 Shares of £20 each, £5 paid .. es ee ee es 7,070,990 0 0 
2,249,167 Shares of £1 each, fully paid oe ee eo ee 2,249,167 0 0 


9,320,157 0 0 







































Reserve xa ae ae es ee “< ee oe ee 9,320,157 0 0 
Current Deposit and other Accounts, including provision for Contingencies... 285,406,067 14 1 
Notes in Circulation in the Isle of Man .. os a es i ee 13,728 0 0 
Acceptances, Endorsements, etc. .. ee a ‘aie a me 11,543 630 9 10 


Profit and Loss Balance, as below.. oe ee ee ee os ve 1,186,659 17 8 


£316,790,400 1 7 











Dr. PROFIT AND 


s. d. 
To Interim Dividend of 10 per cent. (less Income Tax) on £20 Shares paid in August last waite 40 
» Interim Dividend of 6} per cent. (Jess Income Tax) on £1 Shares paid in August last 112,458 7 0 
» Bank Premises Account .. ie aa au a on <a ie ne 150,000 0 0 
» Rebuilding Account ss ee as _ ‘i ae x = wi 250,000 0 0 
» Contingent Fund .. re as ai ‘ii ss - i od Pes 150,000 0 0 
» Officers’ Pension Fund os acd . i xi re <s Pan 200,000 0 0 
Further Dividend of 1o per cent. (less Santas Tax) making 20 per cent. for the year 
on the £20 Shares (£5 paid up). ae sd oe £565,679 4 0 


Further Dividend of 6} per cent. (less Income Tax) ste 
124 per cent. for the year on the {1 Shares .. * ee 112,458 7 0 
Balance carried forward .. 6a aia ee ae os 508,522 6 8 
-_-__ooOo—- 1,186,659 17 8 


£2,614 e797 8 8 








AUDITORS’ REPORT 


We have examined the above Balance Sheet and compared it with the Books at Lothbury, Lombard 
Street and Bartholomew Lane, and with the Certified Returns received from the Branches. 


We have verified the Cash in hand and Bills Discounted at Lothbury, Lombard Street and Bartholomew 
Lane, and the Cash at the Bank of England. 

We have examined the Securities held against Money at Call and Short Notice, and have verified the 
Investments of the Bank. 

We have obtained all the information and explanations we have required, and in our opinion the Balance 


Sheet is properly drawn up so as to exhibit a true and correct view of the state of the Bank’s affairs, according j 
to the best of our information and the explanations given to us, and as shown by the Books of the Bank. 
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WESTMINSTER BANK LIMITED 





31st December, 1926 








ASSETS 
£ s.. 4, 
Coin, Bank and Currency Notes and Balances with the Bank of England .. 31,705,332 14 11 
Balances with, and Cheques in course of collection on, other Banks in Great 
Britain and Ireland si i e np si ae ee ae 10,952,175 010 
Money at call and short notice oe os ee oe es oe os 27,370,851 6 O 
Bills Discounted - ie on as - ie os me i 40,406,456 7 3 
Investments £ s. d 
War Loans and other Securities of, or guaranteed by, 
the British Government (of which £1,098,451 o 4 
nominal is lodged for Public Ac:ounts, and for the 
Note Issue in the Isle of Man) ee “a ne 44,474,544 3 4 
British Corporation Stocks and other Investments .. 1,393,129 13 I1 


—-—— 45,867,673 17 3 
Westminster Foreign Bank Ltd.— 


8,000 £20 Shares, fully paid 
92,000 £20 Shares, £10 paid 


Ulster Bank Limited 


1,080,000 0 O 


199,918 £15 Shares, {£2 10s. paid oe ee int 1,911,715 17 6 
a 2,991,715 17 6 
Advances to Customers and other Accounts os as = con .. 141,741,479 210 
Liability of Customers for Acceptances, Endorsements, etc., as per contra .. 11,543,630 9 10 
Bank and other Premises (at cost, ess amounts written off) .. $s ss 4,211,085 5 2 





LOSS ACCOUNT Cr. 








£ s. d. 


By Balance brought forward from 31st December, 1925 .. , 2 in 457,564 18 0 
Net Profit for the year, after making provision for Bad and Doubtful Debts ee 2,157,232 10 8 


” 


saese, 797 8 8 


WALTER LEAF \ 
M. C. TURNER 
R. HUGH TENNANT] 


JOHN RAE, Chief General Manager. 
E. JACKSON, Chief Accountant. 


Directors. 


TURQUAND, YOUNGS & CO. 
KEMP, CHATTERIS, NICHOLS, SENDELL & CO. | Chartered 
PRICE, WATERHOUSE & CO. Accountants. 
STEAD, TAYLOR & STEAD J 

Auditors, 


London, 13th January, 1927. 
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conclure que le gouvernement présidé 
par M. Poincaré est resté inactif en 
toutes matiéres. 

Il a agi utilement sur le budget, 
sur les recettes plus que sur les 
dépenses de l’Etat. Il a manié assez 
heureusement la Trésorerie. Seule- 
ment, il n’a pas ajusté son ceuvre 
au mouvement monétaire qui peut la 
ruiner, qui domine en tous caset de trés 
haut toute la situation financiére. 

M. Poincaré a obtenu du Parlement 
—nous l’avons dit—des impots nou- 
veaux qui doivent produire une somme 
colossale: onze milliards. N’a-t-il 
pas été trop loin dans la voie de la 
taxation? J’incline a le penser. Je 
redoute que la surcharge ne soit 
accablante pour le pays. Peut-étre 
aurait-elle été supportée sans trop 
de peine si le cours de la livre était 
resté aux environs de 175 frs. Du 
moment ott le chiffre de 122 frs. s'est 
substitué a celui de 175 frs., du 
moment ou les impots seront acquit- 
tés en un papier dont la valeur a 
augmenté des deux septi¢mes environ 
depuis le vote des taxes, ce n'est pas 
onze milliards mais plus de quatorze 
milliards que représente le fardeau 
supplémentaire infligé aux contribu- 
ables. Pourront-ils satisfaire ? 

Et, ce n’est pas l’unique répercus- 
sion que la hausse du franc exercera 
sur les recettes de |’Etat. 

Chacun sait que l'industrie d’un 
pays a monnaie dépréciée bénéficie, 
par le fait méme de cette dépréciation, 


d’une prime a l’exportation. A 
l’ombre de cette prime la France a pu 
développer ses exportations. Dé- 


veloppement factice, dangereux pour 
l'économie générale s'il se prolonge ! 
D’accord! Mais, il n’est pas sans 
inconvénients de le couper trop rude- 
ment. La baisse de la livre dans les 
proportions que l’on connait a mis 
en grave difficulté une partie de nos 
industries et de nos commercants. 
La réduction des bénéfices des uns, 
du volume d'affaires des autres affec- 
tera le rendement des impdts qui 
souffrira par ailleurs de la diminution 
dans la capacité de consommation 
des classes ouvriéres mordues par le 
chémage, total ou partiel. 

Sans doute peut-on alléguer qu'il 
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ne convenait pas de contrarier la 
hausse du franc a seule fin de main- 
tenir un essor industriel malsain. 
Certes! Mais ici bas tout est ques- 
tion de mesure. Pendant nombre 
de mois nos producteurs avaient 
acheté leurs matiéres premiéres, réglé 
leurs débouchés sur la base de la livre 
entre 135 frs et 190 frs. La prudence 
n’ordonnait-elle pas diarréter, dé- 
finitivement a notre sens, temporaire- 
ment tout au moins pour permettre 
les adaptations indispensables, la 
baisse de la livre bien avant qu'elle 
n’eit déterminé le cours de 122 frs. 

A ce cours le Gouvernement s’est 
alarmé. II est sorti de sa réserve. Je 
crains qu'il ne l’ait fait trop tard. 
Pour rester dans le domaine des 
budgets, je crains que des fléchisse- 
ments de recettes causés par la hausse 
du franc endommagent le somptueux 
équilibre qu’on avait été assez heureux 
pour préparer. 

Je m’empresse de reconnaitre que a 
ce point de vue le péril n’est pas trés 
grand tant est considérable la marge 
entre les recettes et les dépenses. 

Peu importe qu'une partie des 
recettes aient été déléguées a une 
caisse d’amortissement dont on a cru 
avantageux de faire consacrer l’exis- 
tence et le fonctionnement par des 
dispositions constitutionnelles. Sur 
ce chapitre il y aurait beaucoup a 
dire: Fractionnement de_ recettes 
publiques, délégation de pouvoirs a 
des organismes indépendants du minis- 
tére ne m’ont jamais paru procédés de 
gouvernements recommandables. 

Mais, ce sont la questions secon- 
daires. L’essentiel est que le total des 
recettes d’impdét dépasse de beaucoup 
les dé penses publiques normales et 
prémunisse ainsi contre les déficits. 
C’est chose faite a l’heure actuelle et 
nous nous garderons de méconnaitre 
l’importance du résultat. 

La Trésorerie aurait été, pour 
reprendre l’expression dont nous avons 
usé, maniée de facon assez heureuse, 
s'il n’y avait lieu de formuler des 
réserves analogues a celles que nous 
avons déja indiquées. Par l’intermé- 
diaire de la Caisse d’Amortissement 
a laquelle a été confié le service des 
Bons du Trésor et des obligations a 
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court terme, le gouvernement a con- 
solidé jusqu’a concurrence de_ trois 
milliards de ces effets. II s’applique 
a poursuivre ces opérations qui sont 
saines. I] cherche et il est dé ja pour 
partie parvenu a transformer en Bons 
aun an et a deux ans les engagements 
a échéance plus rapprochée. Tout cela 
est excellent, car il ne faut négliger 
aucun moyen d’arrimer solidement 
sur le pont du vaisseau symbolique 
qui porte le passif de la France la 
cargaison des dettes remboursables 
en de brefs délais dont les mouve- 
ments désordonnés risqueraient de 
faire chavirer le navire. 

Une autre catégorie d’opérations 
quia abouti a l'acquisition parl’Etat de 
plus de quatre cent millions de dollars 
appelle des réflexions toute différentes. 

Et d’abord, pourquoi un aussi 
gigantesque amas de fonds pour 
prévenir une baisse éventuelle du 
franc? Tant que la monnaie n‘aura 
pas été stabilisé€e, il n'est pas de pro- 
vision qui suffise a empécher le 
déchainement d’un orage financier 
enlevant notre devise comme fétu 
de paille. 

Veut-on préparer la stabilisation ? 
jen doute, je dirai tout a Il’heure 
pourquoi. Mais, en admettant que 
telles soient les intentions du gou- 
vernement, quel besoin a-t-il de con- 
stituer un amoncellement onéreux 
alors qu'il lui suffirait d’obtenir a 
l'heure propice des ouvertures de 
credits qu'il ne réaliserait que dans 
la mesure oii cela serait indispensable ? 

Je me creuse la téte, je ne découvre 
pas le mot de l’énigme. Je retiens 
seulement une équivalence entre 
l’approvisionnement de 400 millions 
de dollars et la somme que nous 
devrons rembourser en 1929 aux 
Etats-Unis pour cession de stocks de 
guerre. J'imagine, toutefois, qu'il y 
a la simple similitude de chiffres. 
La conception que jentrevois serait 
tellement irréfléchie que je puis croire 
qu'elle ait été sérieusement envisagée. 

Alors que signifie ? 

On en est réduit a penser que 
l’accumulation de devises appréciées 
n'est qu'une expression de la politique 
de superbe a laquelle il est des hommes 
d’Etat qui restent attachés dans 
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toutes les circonstances, a travers 
tous les événements. 

Politique onéreuse ! 

Comment une aussi importante 
réserve a-t-elle pu étre constituée ? 
a l'aide des excédents budgétaires, 
aussi a l'aide de l'emprunt. Je nai 
pas de chiffres exacts en la matiére. 
L’administration ne les communique 
pas. Les calculs que chacun peut 
faire permettent cependant d’augurer 
qu’on a du ajouter cing a six milliards 
a la dette 4 court terme pour former 
l’approvisionnement en question. Si 
bien que, durant ces derniers mois, 
on a faiblement amorti et notable- 
ment emprunteé. 

Oui, répondra-t-on, mais, en regard 
de ce passif supplémentaire, il y a 
un actif en dollars ou en livres. 

Entendu! Seulement le jour ot 
l’on voudrait réaliser, on ne retrou- 
verait pas lintégralité des francs 
qu’on a employés pour mener a bien 
les acquisitions. Fatal, d ailleurs ! 
On a acheté les monnaies appréciées a 
des cours trés supérieurs a_ celui 
auquel, en suite de la hausse du franc, 
elles sont aujourd’hui réduites 

La vérité : le Trésor a fait bénévole- 
ment, sans que ses dirigeants sen 
doutent cela va de soi, la contrepartie 
de la spéculation. 

Ou’est-ce a dire ? 

C’est a dire que les spéculateurs 
étrangers, quand ils se sont décidés 
a jouer a la hausse de notre monnaie, 
ont naturellement acheté contre un 
chiffre donné de livres ou de dollars 
des francs qu'ils ont bien entendu 
laissés déposés dans les banques 
francaises. Celles-ci les ont employés 
avec toutes leurs autres disponibilités 
en versements 4 l’Etat qui a du 
l’aisance de sa Trésorerie et ses 
facilités d’emprunt a la nouvelle 
orientation de la spéculation inter- 
nationale. Fort bien, dira-t-on. Fort 
bien, en effet, si le Trésor n’avait 
remployé en livres ou en dollars les 
fonds ainsi recueillis, s'il n’avait fait 
ce qu’en terme de Bourse on appelle 
la contrepartie. La valeur des livres 
ou des dollars ayant diminué par 
rapport a celle du franc c’est, dans 
la partie de poker engagée, le Trésor 
qui a pe ‘rdu et la spe culation étrangére 
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Pour préciser, les 400 
millions de dollars acquis par le 
Ministére des Finances moyennant 
douze milliards de francs au moins 
ne représentent a l'heure actuelle 
guére plus de dix milliards. La France 
est refaite de deux milliards. 

Erreurs dérivant d'une politique 
qui compartimente le budget, le 


Trésor, la Monnaie ! 
* a * 


qui a gagné. 


Dans les batailles financiéres comme 
a la guerre on commet des fautes. 

Si elles sont de détail, elles ne font 
par tort au succés final. 

Les fautes qui ont été commises ne 
seront pas graves si le Gouvernement, 
qui par ailleurs inscrira a son actif les 
avantages que nous avons signalés, se 
reprend, s’il se décide enfin a réaliser la 
stabilisation monétaire et a la réaliser 
dans des conditions souhaitables. 

Mais, qu’est-ce aprés tout que la 
stabilisation ? 

On peut répondre : l’adoption d'une 
monnaie fixe remplacant une monnaie 
de valeur variable—la substitution 
d’un métre monétaire en platine a un 
métre monétaire en caoutchouc. 

Définir de la sorte ce n’est cependant 
que regarder le résultat de l’opération, 
alors que ce qui importe c’est d’en 
considérer la substance, d’en extraire 
la philosophie. 

Pourquoi d’abord la question se 
pose-t-elle et dans quels pays se 
pose-t-elle ? 

Uniquement chez les peuples ac- 
cablés de charges qui font plier leur 
monnaie. 

Si la dépression monétaire n’est 
pas trop forte, c’est-a-dire si ]’Etat 
n’a pas, par suite d’un désastre ou en 
suite d’une ére de gaspillages éhontés, 
assumé un passif démesuré, le re tour 
a l’état normal, a la parité monétaire, 
peut étre envisagé et recherché. 

Tranchons le mot : La Stabilisation 
c’est un concordat qui n’a de raison 
d’étre que s'il est impossible de faire 
autrement. 

La France peut-elle y échapper ? 
peut-elle revaloriser sa monnaie, c’est- 
a-dire rendre au franc la valeur-or 
qu'il avait en Ig14? 

Je Vai espéré jadis. J’ai con- 
troversé sur ce sujet avec M. KEYNES 
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en 1920 ou en 1921 et je prétends que, 
a l’époque, je ne chevauchais pas une 
chimére. Si, dés le lendemain de 
l’armistice, nous nous étions imposés 
les sévéres retranchements de dépenses 
et les rudes accroissements d’ impots 
qui étaient de rigueur, si, en méme 
temps, au lieu d’escompter des verse- 
ments irréels de |l’Allemagne, nous 
nous étions contentés d’une indem- 
nité, importante mais raisonnable, 
immédiatement versée, je persiste a 
croire que nous aurions pu éviter le 
sacrifice auquel c’est folie d’imaginer 
que nous pourrons aujourd’hui nous 
soustraire. 

Mais cela est le passé sur lequel il 
est futile de revenir. “La nature, 
a dit Talleyrand, n’a pas donné 
a l'homme des yeux derriére la téte.”’ 

Voyons donc le présent et l’avenir. 

Avant la guerre la France payait 
par an cing a six milliards d’impéts 
en francs-or. 

Elle eit pu supporter une charge 
plus lourde de un ou deux milliards or. 

Mais, il va de soi que le cataclysme 
ne l’a pas enrichie loin de la. 

On ne peut donc songer a lui 
infliger un fardeau supérieur 4 huit 
milliards de francs-or. 

Regardons maintenant le budget 
de 1927. Il dépasse 4o milliards. 

Deux solutions seulement: ou ré- 
duire des 4-5°"* au minimum toutes 
les dépenses & commencer par le 
service des rentes, 4 commencer par 
les pensions de guerre et revenir ainsi 
au franc-or ou maintenir toutes les 
dépenses aux chiffres qu’elles at- 
teignent mais reconnaitre que le 
franc ne vaut plus que 20 centimes, 
voire I5 centimes. 

En mathématique les deux solutions 
s’équivalent. L’une comme l'autre 
exprime un concordat. Mais senti- 
mentalement, mais pratiquement, la 
premiére est intolérable. Elle susci- 
terait des troubles sociaux d’autant 
plus graves et d’autant plus certains 
que ce n’est pas seulement |’Etat, 
c’est toutes les industries, c’est tous 
les commerces qui devraient opérer 
des réductions de rentes et de salaires 
souvent impraticables, toujours in- 
supportables. 

Nul moyen en tous cas d’échapper 
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au concordat qui, tout mirement pesé, 
ne saurait revétir d’autre forme que 
celle de la stabilisation. 

Le seul point délicat, en mettant 
de cdété les difficultés importantes 
mais secondaires qu'implique toute 
transformation monétaire, c’est de 
déterminer le taux auquel il convient 
de stabiliser. 

Il faut le choisir de telle facon 
qu'il n’entraine pas une hausse pro- 
noncée des prix et que cependant les 
industries de la nation ne soient pas 
mises en péril. Il faut, en résumé, 
marier l’intérét de la classe inactive 
qui peut étre figurée par les possesseurs 
de rentes avec celui de la classe active, 
c’est-a-dire des industriels, des agri- 
culteurs, des salariés, etc... . en 
ayant une préférence mesurée, mais 
nette, pour la classe qui produit. 

La stabilisation peut-elle se faire 
sur la base de la livre a 125 frs ? 
Faut-il adopter un cours de la livre 
plus élevé? Je n’ai pas les moyens 
d'information dont le Gouvernement, 
a méme de consulter les groupe- 
ments industriels et commerciaux, 
peut disposer. Je me garderai donc 
de formuler un avis ferme. J’imagine 
d’ailleurs que mon impression trans- 
parait a travers les lignes que je viens 
d’écrire et les pages qui précédent. 

Au surplus, il est des experts dans 
notre pays. 

Ou’on les consulte et qu’on se décide ! 

Seulement veut-on se décider ? 

J'ai dit que j’en doutais. 

Pourquoi ? 

* ok 

Parce que, pour supprimer les oscil- 
lations du pendule monétaire, il faut, 
au préalable, purger tous les postes du 
passif de la France et qu'on hésite 
devant le réglement, inéluctable ce- 
pendant, des dettes interalliées. 

Parce qu’on ne se résigne pas de 
gaieté de cceur’ a abandonner un 
moyen de pression sur les partis de 
gauche. ‘‘ Vous ne pouvez reprendre 
le pouvoir. Votre retour aux affaires 
épouvanterait 4 ce point que la livre 
reviendrait a 240 frs! si elle ne mon- 
tait a 300 frs.”” Argument qui tombe 
le jour out la monnaie est devenue 
stable ! 

Parce que, surtout, les hommes ne 


changent guére, parce qu’il en est qui 
ne peuvent se détacher de la politique 
de jactance et . . . de velléités, parce 
qu'une décision nette et une décision 
avouant les fautes, toutes les fautes, 
du passé, contredit leur mentalité. 

Ceux-la sont enclins a “attendre et 
a voir.” 

Attendre ? mais les industriels se 
demandent si une nouvelle baisse de 
la livre ne les mettra pas dans I’im- 
possibilité de travailler demain. L’in- 
certitude les conduit a alléger leurs 
positions, a restreindre leur pro- 
duction au détriment des  salariés 
qu’ils emploient. C’est le chOmage a 
horizon. 

Attendre ? mais les capitalistes se 
réservent. Ils songent qu’au lieu 
d’alimenter la production par des 
placements ils ont avantage a laisser 
leurs billets de banque dormir dans 
un tiroir. Si la livre baisse encore, 
l’inactivité de leurs fonds rapportera 
plus que leur activité. Admira- 
ble méthode pour encourager la 
production ! 

Attendre ? quoi? la revalorisation 

folie ! la stabilisation par 
paliers .. . mirage dangereux . . ! 

Nous avons attendu aprés la guerre 
a l’abri d’une grande parole : “ L’Alle- 
magne paiera.”” On sait ce qu’en 
valait l’aune. Chauvinisme ridicule 
qui fut une des causes principales de 
nos embarras financiers ! 

Veut-on donner un pendant a cette 
haute formule? Si oui, “ Revalori- 
sons’’ convient a merveille. 

Qu’on prenne garde! Pas plus aux 
peuples qu’aux individus ne convient 
le régime des ’piqures de morphine. 

Et n’est-ce pas une nouvelle piqure 
de morphine que le Gouvernement 
distribue aujourd’hui en déclarant 
qu'il fera tous efforts pour mettre 
obstacle 4 une nouvelle baisse de la 
livre mats sans réaliser la stabilisa- 
tion? Les “‘revalorisateurs”’ n’ont pas 
lieu de perdre tout espoir. “De quoi 
demain sera-t-il fait ? se demanderont 
les producteurs, les _ capitalistes. 
Quelles garanties nous sont données 
puisqu’on ajourne ‘sine die’ la stabili- 
sation légale. oe 

J. CAILLAUX. 
Le 26 Janvier 1927. 






























































THE BANKER 
Bank Meeting 
BARCLAYS BANK (DOMINION, COLONIAL AND OVERSEAS) 


18o 















EXPANSION OF ACTIVITIES 














FIRST BALANCE SHEET 





SATISFACTORY 





HE adjourned ordinary genera! meeting of the shareholders of Barclays i 

; iar} , i 
Bank (Dominion, Colonial and Overseas) was held on January 20 at the 
Cannon Street Hotel, London. 


Mr. Frederick Craufurd Goodenough (the chairman), who presided, said : 


My lords, ladies, and gentlemen,—This meeting is an adjournment of our 
general meeting of June 17 last, and is held in order to enable us to present the 
balance sheet and accounts as at September 30, 1926, which have been circulated 
to our shareholders so as to be in their hands before the end of 1926. 

rhis is the first balance sheet of the combined institution, and is one which 
we present with considerable satisfaction. 

Our de ponies exceed £50,000,000, whilst our assets show a satisfactory degree 


of liquidity. Cash in hand and at bankers and gold bullion exceed 16 per cent. 
of the de posits, bills discounted exceed £14,000,000, or 27 per cent. of deposits, 
whilst investments at over {6,000,000 represent another 12 per cent. Advances 


to customers are under 44 per cent. of the deposits. 
PROFIT AND LOSS FIGURES. } 

Che profit and loss account to September 30, 1926, includes the profits of 
the Colonial Bank and the Anglo-Egyptian Bank, Ltd., as from July 1, 1925, 
and those of the National Bank of South Africa, Ltd., as from April 1, 1925 
[ should like to emphasize that this covers from fifteen to eighteen months’ profits 
of the bank. The net profit, after making full provision for rebate, bad and 
doubtful debts, and staff bonus, amounts to £637,020. To this must be added 
the Colonial Bank’s carry forward at June 30, 1925, viz. £27,330, making a total 
of £664,350. : 

We have written off the non-recurring expenses of the amalgamation, and have 
made appropriate provision for income tax. The reserve fund has been increased 
by £100,000 to £1,100,000, a step which I am confident will meet with general 
approv al. A final dividend on the 8 per cent. Preference shares is proposed, 
covering the period April 1, 1926, to September 30, 1926, and the board recom- 
mends a dividend of 3 per cent. on the “ A’”’ and “ B”’ shares, less income tax, j 
leaving a balance of £114,294 to be carried forward. 

MANAGEMENT AND STAFF. 

I have much pleasure in stating that Mr. A. M. Mostert has accepted an 
appointment to the local board in South Africa, which board has the advantage 
of being presided over by Mr. Leisk, whose co-operation in South Africa is of 
inestimable value to the bank. 

It is our intention to establish a local board to watch over cur interests in 
Egypt 

Mr. W. O. Stevenson, foreign general manager of Barc lays Bank, Ltd., has 
been appointed a member of the London Committee 

It was felt that the arduous work of the staffs should receive some tangible 
acknowledgment, and the board therefore granted a bonus to the staffs of the 
National Bank of South Africa and the Anglo-Egyptian sections, the statt of the 
Colonial Bank having already received their bonus in October, 1925. 


PREFERENCE CAPITAL. 

I have been asked by shareholders if I will indicate when further Preference 
capital will be issued. I may say that this matter has not been lost sight of by 
the directors, but it has not been found necessary or desirable at the present 
time to deal with the subject. 

I desire to take this opportunity of informing our shareholders and clientéle 
that this bank is now equipped to act as executor and trustee, and offers its 
services in these ¢ apacities to 1ts customers. 

Relief will be given from time to time by the Inland Revenue in respect of 
Dominion income tax paid, and such relief will be deducted from the income tax 
charged upon dividends paid. d 

Our shareholders will, I think, be interested if a brief review is given (and time 
does not permit of more than a brief outline) of trade conditions in the areas 
served by the bank. 
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SOUTH AFRICA, ETC. 

The transfer of the business of the National Bank of South Africa, Ltd., has 
been carried through in a satisfactory manner, and has been well received by the 
customers of the bank. The business of the bank in South Africa is expanding, 
and there are already indications that the amalgamation, with its provision of 
larger resources and wider organization, will prove to be for the mutual benefit 
of the Dominion and of the bank. 

The total exports of South Africa for the first nine months of the year 1926 
amounted to £57,000,000, a decrease of {3,000,000 compared with the corre- 

ponding period of 1925, which is more than accounted for by the diminished maize 
crop and the fall in wool prices. The imports during the same period totalled 
(an increase of £4} millions), of which textiles and metal goods 


$54,000,000 
65 per cent. of the imports came 


(machinery, etc.) provide the greater portion. 
from the United Kingdom and British Possessions. 

In spite of the gradual decline in the gold production of Southern Rhodesia, 
reports from the territory are encouraging, owing to the good crops of tobacco 
and maize which have been harvested during the past twelve months. <A good 
export trade in these products is being established, as well as in the export of 
beef through Union ports. 

Your board is giving careful attention to the question of providing extended 
banking facilities in East Africa. Certain points in Kenya and Uganda have 
already been decided upon for the establishment of branches. 

The flotation and allocation of the projected loan of £10,000,000 for East 
Africa should hasten the transport development of these countries and the 
commercial exploitation of their natural resources, which are very considerable. 


BRITISH WEST AFRICA, EGYPT, ETC. 

Che principal West African Colonies, Nigeria and the Gold Coast, continue 
to show expanding trade returns. The total imports and exports of Nigeria for 
1925 showed an increase of £5,000,000, or 19 per cent. over the figures for 1924, 
and Customs duties collected during that year were the highest on record, not 
forgetting the inflated period six years ago. 

In the Gold Coast, as well as in Nigeria, high prices are being paid for cocoa, 
which should help in turn to give the import trade a much needed stimulus. 
The export of cocoa from the Gold Coast for the year 1926 has reached 226,000 
tons, which is a record. 

rhe fall in the price of cotton has had its inevitable effect upon the commerce 
and conditions of Egypt. Although the 1925-26 crop was 700,000 cantars 
(a cantar is, say, 100 lb.) larger than the 1924-25 crop, yet its value showed an 
enormous decrease. 

In order to alleviate the position of the cultivators, the Government have set 
aside from their general reserve a sum of four million pounds (Egyptian) to be 
advanced to them against their cotton, through the medium of the principal 
banks in Egypt, at 4 percent. perannum. Further, a law has been passed limiting 
the cotton area during the three years 1927-29 to one-third of every holding, and 
cultivators have been warned that this limit will be rigorously enforced. 

The main influence upon the business prospects of Palestine is immigration. 
The attendant influx of capital has not been directed solely into productive 
channels, and at the moment there is acute depression. A Currency Board is 
being established, of which this bank has been appointed agents. 

In the Island of Trinidad the sugar crop of the past season exceeded 
tons, being the largest figures recorded for twenty-nine years. 

Oil exports for the first ten months of 1926 were 113,000,000 gallons, 
ncrease of 15,000,000 gallons by comparison with the corresponding period of 1925. 

Jamaica is doing better export business in bananas, and the Canadian Trade 
Commissioner points out that by the end of October 1926 the exports for the 
whole of 1925 had already been exceeded. About 18,000,000 count stems were 
expected to be exported in 1926. 

In Barbados sugar is the paramount industry, and good rains have made crop 
The public finances of this island are in a healthy 


73,000 


an 


prospects for 1927 promising. 


condition. 
In British Guiana the diamond industry continues to display activity, and 


is nay RON more widespread attention. The question of immigration to meet 
the Colony’s need for population is constantly before the Local Government. 
The chairman moved the adoption of the report and accounts, which was 
seconded by Sir Herbert Hambling, Bart., and unanimously passed. 

A vote of thanks to the staff was moved by Mr. C. F. Wood, seconded by 
Mr. James Tuke, and unanimously accorded. 

It was replied to by Mr. John Caulcutt (general manager). 

The proceedings terminated with a cordial vote of thanks to the chairman 
and the board for their services, on the motion of Colonel G. R. C. Westropp, C.B., 


seconded by Mr. A. Hepworth. 
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NINETY-SIXTH ANNUAL MEETING 

HE ninety-sixth annual meeting of shareholders of the Bank of Liverpool 

- and Martins, Ltd., was held at Liverpool on Friday, January 28. The 

chairman, Mr. R. M. Holland-Martin, C.B., presided over a_ large 
attendance. 

The chairman, in moving the adoption of the report and accounts, referred to 
the retirement at the end of last summer of Mr. T. Fisher Caldwell, who succeeded 
Sir James Hope Simpson three years ago. The board wished to place on record 
their appreciation of the many services he rendered the bank during the twenty- 
three years he was connected with it. 

Mr. A. F. Shawyer had been appointed general manager in his place, an 
appointment made by the board with great confidence, for not only had Mr. 
Shawyer had long banking experience, first with the Cumberland Union Banking 
Co., and afterwards with the Bank of England, the Lincoln and Lindsey Bank, 
and the Midland Bank, but in the two and a-half years since he joined the Bank 
of Liverpool the directors and the customers had learnt how clear was his insight 
into the many problems that confront a banker. 

Mr. J. M. Furniss, district general manager of the north-eastern district, had 
been appointed assistant general manager of the bank, and had been succeeded 
in the north-eastern district by Mr. J. McKendrick. 

Mr. H. Mancknols Walton, for five years a member of the Manchester Board, 
had been elected to the general board. 

SATISFACTORY YEAR’S TRADING. 

Reviewing the balance sheet, the chairman said after making provision for all 
bad and doubtful debts, the net profit for the year amounted to £542,730. a 
decrease of £29,586 from 1925, but £12,288 more than 1924 ; £138,356 was brought 
forward, and the board proposed to allocate £150,000 to reserve, bringing it up to 
£2,000,000 (a considerable figure he hoped to see increased until it was at least 
equal to the paid-up capital) ; to write £50,000 off bank premises account, which 
would then stand at the very conservative figure of £1,555,943, having regard to 
their very valuable properties; and to pay a half-yearly dividend of 8 per cent., 
making 16 per cent. for the year, a rate maintained since 1919. 

Loans and advances, which decreased by some two million’ pounds the 
previous year, had risen by £1,289,692, as was only to be expected from the 
condition of trade in the areas in which the bank was interested. This was 
naturally reflected in the proportions of cash in hand and money at short notice, 
which was 23°2 per cent., as against 24°13 per cent. 

BANKS AND BUSINESS. 

“Once more then we have done our share,”’ the chairman continued, “in 
helping to finance the trade and industry of the country. In doing so we have, 
in common with the other banks, fulfilled our proper function, and I submit, with 
due respect to our critics, that the banks should keep strictly within their province. 
I imagine most business men will agree with me that a trade would prefer to solve 
its own problems without outside interference. English banks have always set 
their faces against becoming partners in the businesses of their customers and 
prefer to deal with their customers as individuals rather than to deal with trades 
as a whole. Even supposing one trade to be particularly distressed at a given 
moment, yet the members of that trade all differ from each other in their financial 
conditions and need separate sympathetic treatment.” 

The history of the London Money Market in 1926 showed that the Bank of 
England had exercised its control of the market both wisely and well. There 
were great hopes in the early part of the year the bank rate would fall below the 
5 per cent. to which it had been raised in the previous December, but these were 
dashed by the general strike and the coal dispute. 

HOME TRADES REVIEWED. 

Home trades naturally had been affected adversely by the strike. Farmers 
again had had a disappointing year. Those who depended on stock had suffered 
severely from the fall in prices, the pig trade being the one bright spot. More 
beet factories had come into work and, aided by the subsidy, had helped farmers 
to grow a profitable crop. Despite the efforts of the National Farmers’ Union, 
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the milk trade had been unprofitable, milk production during the past few years 
having overrun consumption. 

There had been a steady and fairly profitable trade in wheat and prices seemed 
to have come down to a fairly safe level, owing to the good crops harvested in most 
exporting countries. The year’s imports were slightly larger than in 1925. The 
year had been a bad one for the milling trade, which suffered from excessive com- 
petition, the country being still over-milled, and prospects were not too bright. 


COAL SET-BACK. 

The incalculable harm done to the nation by the coal dispute had not only 
involved the miners and others in the loss of over {200,000,000 in wages, and had 
driven many of them into debt that would take years to pay off, besides the 
exhaustion of their Trade Union funds, but mineowners had suffered equally in 
the deterioration of mines and plants and the loss of profits. Any profits made in 
1927 would have to be spent in great measure in repairing the harm done. Re- 
covery from the effects of the strike would take months, and be only attained by 
goodwill on all sides and hard work on the part of every one. 

The expectation of a gradual revival of the iron and steel trade ended with the 
coal strike, and the British output of pig-iron was lower than it had been since 
1850, and of steel the lowest for thirty years. The outlook for the future, however, 
was promising. Many furnaces had been restarted, and in view of the shortage of 
pig-iron, production should go ahead if only coal costs could be kept low. With 
the revival of industry there was a rising demand for constructional steel and 
shipbuilding material. 

Although shipbuilding had been at a standstill throughout the country, for 
the coming year the outlook was good. There was a considerable amount of work 
on order, and some of the closed yards would probably be reopened shortly. 

The outlook in shipping was brighter, as it was thought freights had now 
reached the bottom and that a gradual increase would shortly result. 

In the engineering trade the year had been a bad one, but it was hoped that 
with the revival of work in the shipbuilding vards there would be a general 
demand for the new and improved machines necessary if bigger output and more 
economical working were to be obtained. 

COTTON. 

The difficulties of the cotton trade had been great. Throughout the year there 
had been a steady fall in the prices of raw material and textiles, which had resulted 
in buyers holding off. The state of affairs in China had taken away one of our 
best markets, and in addition foreign competition in the coarser qualities of goods 
had grown more severe. The large American cotton crop, with its consequent 
effect on values, caused the American section of the spinning trade to suffer more 
than any other. 

Prospects for 1927 were fair. Stocks were not heavy and should be rapidly 
absorbed, while with prices at their present low level all fears of depreciation 
should be at an end, and with any indication of an upward tendency substantial 
orders should be placed. 

Britain still held pride of place in the world’s cotton production; and in the 
future, despite keener competition from our rivals, we ought, if only we could 
maintain our efficiency, to continue to hold our ground, more particularly for 


high class goods. 
WOOL. 

In the woollen trade mills had run short time or even stood still owing to the 
importation of French manufactured goods at prices with which our manufac- 
turers could not compete. The appreciation of the French exchange had tended 
to eliminate that competition, and with freedom from industrial trouble at home 


it was hoped trade would improve. 


CALL FOR INDUSTRIAL PEACE. 


Reiterating his statement of a vear ago that industrial peace is the greatest 
need of the nation, the chairman said the stern facts of last year’s conflict and the 
appalling figures of unemployment had taught them, as perhaps nothing else 
ever would, how dependent each trade, each individual, was on other trades and 
other individuals. 

‘We have seen that if the coal mines cease to work,” he said, ‘‘the blast 


and the steel works have also to ciose down, and in their wake all heavy 


furnaces ¢ 
engineering work and shipbuilding is crippled. So, too, if the textile trades work 


short hours the light engineers’ shops are affected. Trade cannot really prosper 
unless all are doing well. It is useless for the cry of higher wages to be raised 
unless the nation as a whole is at work and is earning profits. 

‘By last year’s strife we have added to the national burdens and have made 
our goods more expensive. Our increasing expenditure and diminishing revenue 
will not allow the remission of taxation which is so essential for the relief of the 
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burdens of industry. The serious increases in rates further handicap our manu- 
facturers. Our trade welfare depends on our being able to produce well and 
cheaply, but industries cannot instal the machinery needed for great efficiency if 
there are no profits left, after paying the first charge of wages, to remunerate the 
capital required to run the works. 

**Let us then, as our resolution for 1927, determine to do all that we can to 
add to the efficiency of our respective businesses and to cut down our expenses, 
that we may produce the best goods in the best and cheapest way, in order to 
retain our place in those markets that we have been so near losing this year; and, 
while working together in partnership to this common end, let capital bear in 
mind the rightful needs of labour and give labour over and above adequate wages 
that should allow of a constantly improving standard of living, some chance of 
participation, by investment, in the profits that remain after capital has received 
its due return. Nothing interests a man so much in his work as to realize that if 
the business in which he is employed is doing well he, too, will benefit; nothing 
benefits trade so much as the welfare of all.” 

The report and accounts were unanimously adopted. 





Bank Chairmen’s Speeches 


[At the annual meeting of the Midland Bank held in London on January 28, 

Mr. Reginald McKenna made the following observations upon the principles of central 
banking and the control of money. This speech was made on the day we close for press, 
so we must postpone such comments as occur to us until the March issue of THE 
BANKER. ] 
“ It is clear that a growing population and expanding production call for a larger 
volume of bank credit; and it must be equally clear that, if the expansion of 
credit is not haphazard, but is capable of definite control and properly within the 
domain of policy, it is wise to ensure that the additional accommodation will be 
forthcoming. Those who think that any increase in the volume of money must 
be stigmatized as inflation will doubtless be alarmed by this growth of credit in 
the United States; but, if the supply of new money does no more than keep pace 
with the increase in production, there is in fact no inflation whatever. An 
enlargement of credit, which in one set of conditions may be inflation, in another 
is an indispensable accompaniment of trade expansion. 


Creation of Deposits. 


“It appears, then, that fluctuations in the quantity of money cannot, under 
present conditions, be accounted for by anything done independently either by the 
public or the Government. 

‘ We must therefore look to action by the banks, and particularly the Bank of 
England as the central institution, for the cause of these movements. 

““ Here we are at once forced back upon the familiar proposition that every new 
loan or purchase by a bank creates an equivalent deposit, thus increasing the 
quantity of money, while every repayment to or sale by a bank destroys a deposit 
and correspondingly diminishes the quantity of money. Since whatever the 
banks pay out comes back to one or other of them as a new deposit, the layman 
might naturally expect that they would not weary in the profitable business of 
making loans and buying bills and investments. 

In practice, however, strict limits are set to their activities in this direction. 
Lending and buying, with the exception of a purchase of gold, increase deposits, 
but add nothing to the total of cash reserves. All banks insist on maintaining a 
fairly regular proportion between their cash and deposits, and unless cash is 
increased a material rise in deposits will not be permitted. 


Bank Cash. 


The third and far the most important cause of fluctuation in the total of bank 
cash takes the form of variations in bank balances at the Bank of England, which 
may be attributed to causes other than public demands for currency. Herein 
lies the kernel of the matter. 

“It is not generally recognized that the principal cause of any but the most 
transient movements in these balances is not something done by the banks, but 
something done by the Bank of England. 

If the Bank of England makes a loan, or discounts bills, or buys gold or 
securities, the amount paid becomes bank cash. Conversely, when a loan by the 
Bank of England is repaid, or discounted bills are met at maturity, or gold or 
securities are sold, bank cash is correspondingly diminished. 
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BY APPOINTMENT 
Telephones: 


Cheltenham 3061-2-3-4 
London, Regent 7355-6 


Telegrams: 
*“ Sunningend, Cheltenham.”’ 
“ Sunningend, London.” 


ROBERT WHYTE, ESQ., 
Architect. 
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186 THE BANKER 


‘We have now reached two vital conclusions: First, that variations in the 
quantity of money are due to variations in the total of bank cash; and, second, 
that the total of bank cash is determined, except to an immaterial extent, solely 
by the action of the Bank of England. Indirectly, therefore, the Bank of England 
is in practice the controller of the volume of money, Thus we see that the gold 
standard is by no means the ‘automatic ’ mechanism it is commonly alleged to be, 
since the Bank, merely by buying or selling, lending or calling in loans, can, within 
limits, prompt an expansion or contraction of credit regardless of movements of 
gold. This power, however, cannot be exercised without restraint. 


Central Bank Principle. 


‘ If our central bank were to be re-established on the same reserve basis as either 
the Federal Reserve banks or the recently reconstructed Reichsbank, or, indeed, 
in accordance with any modern system, the Bank of England would have a reserve 
standing at a far higher figure than it does to-day, and could work with much 
greater freedom of policy and with manifest advantages to our trade. 

An exhaustive inquiry into the principles on which a central bank should be 
founded and should conduct its operations would be of immense service to the 
The present system may have suited conditions in 1844, when deposit 
banking was in its infancy. It might conceivably suit conditions to-day, but if 
so only as the result of accident. It has survived for eighty years by virtue of its 
own suspension in times of crisis, the phenomenal supersession of the use of 
currency by that of cheques, and fortuitous discoveries of gold. 

The vital need for the future is to ensure that the maintenance of prosperity, 
with a growing population and ever-improving standard of living, both requiring 
an expansion in the volume of trade, shall not be hampered by false restrictions 


on the quantity of money.” 


Other Bank Chairmen’s Opinions 


Mr. McKenna’s opinions on the Bank Act are directly opposed to those expressed 
by Mr. Goodenough at the annual meeting of Barclays Bank. Though Mr. 
Walter Leaf did not refer to the Bank Act at the annual meeting of the Westmin- 
ster Bank, it will be remembered that he declared himself in favour of Bank Act 
reform at the Westminster Bank meeting in January 1926. At this year’s 
mee ting he made the following interesting comments on the State and banking :— 

‘Let me illustrate this by the case of our own industry—namely, banking. 
You know that it is not long since bank amalgamations were proceeding at a 
rapidly accelerating pace, till it seemed likely that the whole banking business of 
the country might be collected into a few hands. The State thereupon inter- 
vened, and laid a veto upon any more amalgamations by the big banks; that veto 
is still in force. But the control of the State goes even farther than this. The 
banks have been deprived by the State of the control of currency and the power 
of creating credit involved in it. That, which was once considered to be the very 
essence of banking, now belongs to the Treasury. And the control of the rate 
of interest, by which all deflation or inflation is managed, has equally been 
confided to the Bank of England, and in this the joint-stock banks have no voice 
whatever. Beyond this, the Bank of England, acting with, if not directly on 
behalf of, the Government, exercises a very real control over the policy of the 
joint-stock banks, as was made clear enough very recently in the enforcement of 
the embargo on the issue of foreign loans. And, generally, the banks recognize 
it as their duty to support the policy of the Bank of E ngland. They are thus 
for all practical purposes as much under control as if they were nationalized, 
while at the same time, instead of being governed by a bureaucracy and red tape, 
they are stimulated by the keenest of competition among themselves, and by a 
profe ssional pride in the standard of efficiency thus set up and maintained. 

Moreover, their management is practically democratic. The holdings of 
shares in the Big Five banks are, as you doubtless know, so numerous that each 
holding represents a very small capital. There are in effect about 275,000 
shareholders among the five, owning an aggregate capital of over {60,000,000, 
giving an average holding of under £220: the sub-division of capital can hardly 
go much farther. Moreover, the executive control is entirely in the hands of the 
staff. The directors, to whom the duty of supervision is entrusted, are themselves 
the paid servants of the shareholders.’ 

Sir Harry Goschen, who presided over the annual meeting of the National 
Provincial Bank, made no observations upon currency questions, nor did he offer 
any criticisms of the constitution of the Bank of England, believing, no doubt, 
that this subject was not the domestic affair of the shareholders of the National 
Provincial Bank. He gave his hearers a clear account of the economic situation 
of this country, and he made some interesting observations on the work of the 


Imperial Conference. 


public. 





